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Comment 


MOOD of irritation and exasperation is not 
one from which creative efforts are likely to 
arise. Irritation is a composite result of being 

thwarted and blocked, of fatigue, of a sense of baffle- 
ment about an unsolved problem, of astonishment at 
the perversities which nature or human nature can 
display. 

The mood of irritation seems widespread in the 
world of management today; indeed it extends widely 
also through the professional classes. And the object 
of the irritation is organized labor. 

That there is provocation for this may as well be 
admitted at once. The grievances which many a 
manager can recite aggregate an imposing array. One 
manager said recently, “I’ve decided just to let the 
union have what it asks for.’’ Another executive in- 
quiring into the high absenteeism in one of his plants 
was told, “‘The fishing season has opened and every- 
body wants to go fishing.’’ Here a body of workers 
walks out and will not state its demands. There an 
unauthorized strike occurs under a recently made 


collective agreement that provides a full and fair - 


grievance machinery. Real orgies of irresponsible 
walk-outs, destruction of company property, with- 
holding of work in public services which deprives 
tens of thousands of essential domestic or industrial 
light, power and food are recorded. . 

Incidents of these and similar kinds have to be 
coped with by managers. And they are fed up and 
bewildered. What is the trouble? 

The question must be considered. For no perma- 
nent, constructive efforts to improve the situation can 
be made by men moved by irritation and frustrated 
by misgivings. At some point in every controversy 
the ways and means of getting back to work have to 
be taken up, and today they have usually to be taken 
up face-to-face around a conference table with the 
protesting or delinquent group. At that stage irrita- 
tion as the dominant management mood is a handicap 
and deterrent to wise action. 

Can a more patient effort to see why some of the 
workers are acting this way help to replace irritation 
with a more constructive approach ? 

The causes of the present state of labor jitters are 
complex but certainly not wholly obscure. Elements 
in the picture are: long hours and hard work all 
through the war; accumulations of war savings which 
can be drawn upon for a holiday of relaxation; ex- 


asperation at the postwar food difficulties and mount- 
ing prices of necessities; a profound sense of insecurity 
about employment in the future and fear of another 
depression worse than that of the thirties; a sense that 
employers made a lot of money out of the war; a con- 
viction on the part of labor. union leaders that now is 
the time to press and press hard for some real changes 
in the total balance of power as between management 
and men; an exercise of arbitrary power on the part 
of certain labor leaders because power has gone to 
their heads and affected the temper and conduct of 
their followers; a mistrust in other cases of the union 
leaders by the rank and file; the jurisdictional contro- 
versies between the A.F.L. and C.I.O. 

There are no doubt other elements in the picture. 
And they add up to create a state of mind and a body 
of activities among many workers which make the life 
of managers not a happy one. 

Yet if managers will confront frankly and with just 
a little detachment this combination of causes and 
influences, they will surely acknowledge that there are 
some good reasons for what is on the workers’ minds. 
Explanation is not justification. And to understand is 
not necessarily to condone. That certainly is not the 
purpose here. 

But when it all is said, there is still far more initia- 
tive with respect to grappling with many of these 
matters and more responsibility for aid in their cor- 
rection, resting in the hands of management than 
there is in the hands of organized labor whether leaders 
or rank and file. That labor has ‘‘gone too far” in 
certain cases is exasperating; but it does not exempt 
management from its role of managing, of initiating 
production, of educating workers to the facts of eco- 
nomic life, of supplying leadership, counsel and sup- 
port on issues of wage adequacy and employment 
stability. 

Where responsibility is, there is the task of patient 
enlightenment and continuing guidance regarding the 
conduct of enterprise. Managers are trustees and 
stewards of the producing function and of securing 
collaboration in the conduct of that function. They 
know or should know and can find out how full col- 
laboration is secured and maintained. 

But irritation has to be subordinated to patience, 
to educational motives and methods, and to construc- 
tive proposals, if peace and productivity are to ensue. 

(Continued on page 141) 
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The Great Challenge to Capitalism’ 


By PAUL G. HOFFMAN 


Chairman of the Board of the Committee for Economic Development and President, the Studebaker Corporation 


HEN Ilya Ehrenburg, the Russian editor and 

correspondent, was in this country recently an 

American newspaper editor asked him, ‘‘Do 
you think capitalism can survive in America?’’ Mr. 
Ehrenburg thought the question academic for he said, 
“Capitalism is already doomed.’” 

If, after World War I, anybody had said such a 
thing we would have laughed at him. Most business 
men were sure that our economic way of life would 
sweep the world. Why shouldn’t it? We had just 
finished a war in which we had given a dramatic 
demonstration of the industrial power of America— 
industrial power that has enabled us, with only 6 
per cent of the world’s population, to produce 25 per 
cent of the world’s goods. We knew also that our 
people were better fed, better clothed, better housed 
and enjoyed more luxures than the people of any 
other land on earth. More important, we were aware 
that in no other country was education at all levels 
so readily available. And to top it all off, we knew 
that no other people enjoyed so much freedom. It 
was small wonder, indeed, that we expected all other 
nations quickly to follow our example. 

But our economic way of life did not sweep the 
world. After World War I the drift was toward collec- 
tivism. Why this happened is another story. The fact 
to face at this moment is that America stands almost 
alone in its determination to maintain the type of 
economy in which major emphasis is placed upon free, 
private, competitive enterprise. Under these circum- 
stances, we dare not laugh at Mr. Ehrenburg. But 
Mr. Ehrenburg is wrong when he says that capitalism 
is doomed. On the contrary, it is vibrant with promise. 
It can carry America forward quickly to an abund- 
ance that would have seemed fantastic even a decade 
ago, if it has a fair chance to work. 

Much more than our material welfare is involved in 
the survival of our American brand of capitalism. 
It is only in a free capitalistic society that the indi- 
vidual enjoys a full measure of human dignity. It is 
only in the capitalistic state that primary importance 
is assigned to individual initiative, to personal judg- 
ment and to letting every man plan his life for himself. 


ont by courtesy of the New York Times Magazine, September 8, 


Under any and all forms of collectivism (fascism, 
nazism and communism) complete subservience of the 
individual to the state is the basic law. People are 
not permitted to think their own thoughts, make their 
own judgments or act as they themselves wish. And 
people who are not allowed to think their own 
thoughts, make their own judgments or act as they 
themselves wish soon lose the capacity to do so. Thus 
there is involved in the battle for the maintenance 
of capitalism not only our economic well-being but our 
personal liberty and, to a devastating degree, our 
opportunity for growth and development. 

The major emphasis which capitalism places on 
the individual does not preclude collective activity. 
As a matter of fact, the interest of the individual can 
be advanced only through a wide range of collective 
actions, both governmental and private. Capitalism 
does suggest that the proper criterion in the judging 
of all proposals, whether they involve individual or 
collective action is their impact upon the citizens of 
the state as individuals. 

There are many people in the country who feel 
that capitalism is so much a part of our tradition that 
it is not in the slightest danger. True, if a popular 
vote were taken on the issue of capitalism versus col- 
lectivism, capitalism would win hands down. But the 
people of a country do not give up democratic capi- 
talism by direct vote. Instead, they vote on measures 
disguised to have great popular appeal. 

The NRA, with its promise of profits for everybody, 
fooled many business men. But it was a first step 
toward fascism. A Government guarantee of ‘‘jobs 
for all’’ has great appeal to some labor leaders, but 
such an unlimited guarantee could be carried out only 
by a Government with unlimited powers, and to give 
our Government such power would take us a long 
stride down the road toward national socialism. It is 
through flank movements such as these that our 
democratic capitalism could be so vitiated that it 
would be in danger of being replaced by an anemic 
form of collectivism. 

To safeguard ourselves against either frontal or 
flank attacks upon our ‘‘way of life,’’ we should take 
a long, hard look at our economic system to find out 
what makes it tick, what has made it strong, what 
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its weaknesses are and how they can be corrected. 
Our answer to the critics of capitalism should not 
consist of a recital of past accomplishments, but, 
rather, should be a plan of action to provide ever- 
increasing opportunities for more and more of our 
people. 


Our Highly Productive and Unstable Economy 


As we look at the broad picture of American capital- 
ism we find two major, natural characteristics that 
stand out: 

1. Our economy has been dynamic and highly 
productive. 

Since the turn of the century one great invention 
after another—radio, the telephone, the airplane, the 
automobile—has given a start to new industries 
which have grown into giants. We have perfected 
techniques of mass production, streamlined distribu- 
tion, and modernized our merchandising. We have 
seen the income of the average American family 
doubled, and for the second time in a generation the 
dynamism and high productivity of American indus- 
try have proved the decisive factor in winning a world 
war. 

2. Our economy has had an inherent tendency toward 
instability. 

In a space of less than fifty years we have had the 
world’s greatest boom, the world’s greatest depression, 
and at least a half dozen other periods alternating 
between prosperity and recession. 


Why has our economy been dynamic? A dynamic, 


productive economy is one which calls forth in large 
degree the energies of the people who work within it. 
How dynamic it is will depend substantially on the 
extent to which the potentialities of its citizens are 
realized; upon how much use is made of their natural 
inventiveness and resourcefulness. Few people work 
for work’s sake. Fewer settle down to the tough job 
of thinking just for the fun of it. Most of us ordinary 
fellows put forth our best effort only as a result of 
pressure in the form of penalties for inaction and re- 
wards for extra exertion. 

Rewards are the most powerful influence. In fact, 
psychologists have discovered that rewards have nine 
times the pulling power of penalties. And the psy- 
chologists also warn against excessive fear as a penalty, 
because fear corrodes and does not stimulate. (The 
Nazis found slave labor inefficient and wasteful.) 
It is healthy for people to be concerned about their 
future, dangerous to have them fearful. 

Of course, we have used rewards and penalties 
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most effectively in the field of private enterprise. In 
some areas, publicly owned facilities can serve the 
public better, and there public enterprise should have 
the job. But we cannot expect public enterprise to be 
as dynamic as private enterprise. 


The Problem of Instability 


Why has our economy had a tendency toward in- 
stability? The answer is simple: In a free economy 
market demand is unstable. All of us can determine 
for ourselves how much of what we have we want to 
spend, when we want to spend it, and what we want to 
buy. The higher our standard of living, the greater 
the instability, and again the reason is obvious. If 
most of us are just barely able to earn a minimum 
living, we will have little choice as to what we buy 
or when we buy it. Our money will go for food, 
clothing and shelter, which we have to have regularly. 

On the other hand, the more money we have be- 
yond what we must use for basic needs the more 
chance we have to choose what we buy and the larger 
the number of purchases which we can put off toa 
later time. (For instance, people often don’t buy cars 
even when they have the money.) 

What is true of the individual buyer is true of busi- 
ness. Businesses can postpone their purchases more 
easily than individuals. Modern competition makes 
businesses put more and more of their money into 
capital goods—buildings and machinery, office and 
store equipment and inventories—to make possible 
low-cost production and to provide the values and 
services which buyers demand. If businesses do not 
make such purchases, the savings of both individuals 
and businesses cannot find their way into the stream 
of active, creative capital. 

But business men will make investments in such 
capital goods only if there is promise of a reasonable 
profit; so these purchases are postponable. When 
chances of profit are dreary they are often put off 
even though ample cash reserves are on hand. The 
problem of market demand is thus a dual problem: 
there must be the power to purchase and a willingness 


_to spend before we can have adequate market demand. 


If we are right, then the strength of our democratic 
capitalism lies in its natural lusty vitality; its weak- 
ness is its inherent tendency toward uncontrolled 
fluctuations. Therefore, it is up to us to adopt meas- 
ures which will protect and enhance its dynamism and 
eliminate or reduce the effects of instability. 

Before we can adopt specific measures, however, 
we must find out what sort of measures are needed. 
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We must engage in intensive research and study to 
find the answer. 

We in industry have spent billions on commercial 
research in the development of new or improved 
products. We have spent shockingly little to discover 
what makes our capitalistic system tick and how its 
operation might be improved. Today, while public 
confidence is high and a few years of sure prosperity 
lie ahead, we have the chance to make up for past 
neglect. But we have not too much time. 

Above all, we must not repeat the cycle which fol- 
lowed World War I, when our nostalgia for normalcy 
resulted in our opposition to all change, which was 
followed, quite naturally, by change for the sake of 
change—much of it stupid. Today we still don’t know 
the answers. We must get the facts; we must face 
them with courage and translate them into economic 
policy which will keep our system of capitalism dy- 
namic, and promote its stability. 


Economic Operations of the Government 


One fact which we have got to face—now—is that 
the Federal Government plays an important part in 
our capitalistic system. Those who claim that all we 
have to do is ‘‘unshackle free enterprise’ are guilty of 
loose, irresponsible talk. We want a Government of 
laws—not a personal Government—and the Govern- 
ment must administer those laws. 

Men who say that the role of Government should 
be merely that of an “‘umpire”’ have their heads in 
the sand. Our Government intends to take at least 
$20 billion away from its citizens in taxes every year; 
and it will spend at least $20 billion. That fact alone 
makes it impossible for the Government to be neutral 
in its influence. In the future as in the past, private 
enterprise must accept the larger part of the burden 
of keeping our economy dynamic. Nevertheless, the 
economic operations of the Government will have a 
substantial effect on dynamism and a controlling in- 
fluence on stability. 


To Promote National Prosperity 


As already noted, no one knows just what a Gov- 
ernment of free people can and should do to promote 
national prosperity. The answer still must come from 
research. We can see, however, areas where study is 
particularly needed. 

Let’s start with a general statement. The function 
of government is to create conditions under which free 
labor and free business can work effectively in the public 
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interest. Using this yardstick, I propose several specific 
fields which need enlightened change. 

To encourage dynamism: 

(1) We need a complete recast of our tax system. 

In the past, legislators have designed taxes with an 
eye to losing the fewest number of votes. Yet we 
must have business expansion if we are to have high 
employment. Therefore, our primary concern must be 
with the impact of taxes on business expansion. 

Too many of us make the mistake of thinking that 
taxes are paid by business. Business can collect taxes, 
but taxes are paid by people. People—live human 
beings—pay all taxes. Taxes on business are spread 
among the consumers, workers and investors—people, 
every one of them. 

We have already reached the danger point with our 
present tax system. Penalties for inaction may be 
eased without serious loss of dynamism. But if our 
rewards for extra exertion are reduced too much, 
extra exertion will cease. Remember, people pay taxes. 
We must revise our system of taxation so that it does 
not bear too heavily on the creative, inventive forces 
that have been traditional in American capitalism. 

(2) Government must plan for competition. 

Too many business men, labor leaders and Govern- 
ment agencies have directed their plans against com- 
petition by schemes of price maintenance, freezing 
of trade, and such measures. The Government must 
pursue with great vigor a policy which will eliminate 
monopolistic practices, on the part of either business 
or labor; extend the area of competition and promote 
stability in ways that will supplement competition 
rather than restrain or extinguish it. 

(3) Government must promote new and small business. 

Obstacles which stand in the way of new business 
must be removed. The Government must give positive 
help to the small business man in overcoming his 
special handicaps. One of the biggest hurdles for small 
business men is the difficulty of securing new capital 
(except at prohibitive cost) even after they have given 
proof of capable management. 

(4) Our Government should promote international 
private trading. 

This is more difficult than ever today because the 
war accelerated the tendency toward making interna- 
tional trade a state function. In this field our Govern- 


* ment has already taken the lead in breaking down 


artificial trade barriers and restoring opportunity to 
the private trader. If we are to achieve this goal, we 
must have help from other countries. I am hopeful 
that we have made a good beginning with the British 
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loan. It is the first step toward international economic 
coordination. And we must have international eco- 
nomic coordination if we are to have political coordi- 
nation and, finally, world peace. 

Now, how can our Federal Government contribute 
stability to our economy? Again taxes come first. 

(1) Our tax system must be revised to help counteract 
both inflation and deflation. 

This should not be too difficult. As a basic principle 
of tax policy our tax rates should be set to balance 
the budget in a period of normal prosperity and then 
let alone. In a year of high prosperity (such as the 
present fiscal year) a substantial surplus of receipts 
over expenditures should be produced. In a year of 
low business activity there would be a deficit. On the 
basis of our past economic history, we have every 
right to expect that in any normal cycle of years con- 
ditions would average out at something better than 
normal prosperity. That means, of course, that in 
such a cycle receipts would exceed expenditures. 

The significant feature of stabilized tax rates is that 
they result in the collection of a high volume of tax 
dollars in periods when inflation threatens and a low 
volume of tax dollars in periods of depression. Stated 
otherwise, it takes money away from people when 
they are inclined to spend too much and leaves money 
with them when they have too little to spend. 

(2) Federal and local Governments can help stabilize 
the economy through better timing of public works. 

In the past we have had the greatest volume of 
public works during times of prosperity and the lowest 
volume during depressions. It ought to be the other 
way around. If we are to have a sensible program, we 
must have advance planning—by planning I mean 
blueprinting, together with detailed schedules for 
financing. Some public works cannot be postponed, 
but as much as possible, public building should be 
timed to combat the fluctuations of the economy. 

(3) Our Government should expand and consolidate 
unemployment compensation coverage. 

So far we have scarcely begun the use of insurance 
as a social tool. It can help maintain purchasing 
power, and it gives people the confidence of guaranteed 
personal security. We should not be content until 
every worker is covered, although payments should 
never be large enough to make unemployment 
attractive. 


The Responsibilities of Business Men 


Now, what are the responsibilities of business men 
for making our economy dynamically stable? The 
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following recommendations do not depend on future 
résearch. They point to actions which business men 
can take today. I urge every employer to examine 
his own business—whether he has two workers or 
2,000—to see if he cannot help in one of the following 
ways: 

(1) We must push forward the search for new products 
and services. 

New products can enrich our lives and fill needs of 
which we are unaware today. Radio is the most re- 
cent example of such a product. We can get some idea 
of the debt we owe to commercial research if we stop 
to realize that more than 50 per cent of our people 
today are employed in manufacturing and servicing 
products which were unknown fifty years ago. The 
automobile industry alone provides jobs for over a 
million people. Whether you design a new airplane or 
work out a better way to deliver milk, you have 
added to the total dynamics of our economy by 
creative, resourceful action. 

(2) It ts the responsibility of every business leader 
to provide conditions which will encourage the growth 
and development of those associated with him. 

Far and above the responsibility of management 
for its products is responsibility for its people. Business 
managers are in a very real sense the trustees of the 
potentialities of those who work for them. It is people 
who make a business. Show me a business where people 
are growing and I will show you a business that is 
making a true contribution toward a dynamic 
America. 

(3) The greatest contribution any business man can 
make toward stability is to operate his business profitably. 

Every business man owes this major responsibility 
to his stockholders, his associates, his workers, and 
the public. Only a profitable business can offer se- 
curity to its employees. 

(4) Every employer should regularize employment in 
his business to the greatest possible extent. 

Much has already been done, but we can do more 
to flatten out the seasonal curve of employment in 
most industries. For instance, you may recall that 
the automobile industry in 1938 made a large im- 
provement in steadiness of employment. Introduction 
of new models was shifted from the spring to fall, 
and in the normally slack winter months programs 
for building parts were developed. 

(5) Business men should exercise scientific control of 
sales expenditures. 

In the past American concerns have kept their sales 
and advertising budgets high when business was good 
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and easy to get. Sometimes some of these expenditures 
were questionable. When business was slow and sales 
tough to get, sales and advertising were pared to a 
minimum. This is neither good business nor good 
sense. If we are to have a stabilized market demand, 
selling pressures should be maintained—perhaps in- 
creased—at the first sign of a decline in business. We 
must avoid spending sprees when business is good, 
so that reserves will be available when extra pressure is 
needed. I know of no single way business managers 
can do more to help stabilize market demand than 
through greater stabilization of sales and advertising 
expenditures. 

In addition to these specific responsibilities which 
fall upon business men, and which each can meet in 
his own business, every one of us has an equally im- 
portant duty in the field of public affairs. It’s up to 
us to act as torchbearers for economic literacy. 

If, through a better understanding of how our 
economy works, we can safeguard it against attack; 
if we seek with wisdom for improvements which will 
make it work better; and if we are willing to work and 
think hard, then the next two decades hold promise 
of startling progress. I hope—I believe—that we can 
even in that short time make real the dreams that 
we have dreamed through the ages. 

We can abolish poverty. We may double the stand- 
ard of living of the average family. We can come close 
to making higher education available to everyone. 
We can come close to our ultimate goal—equality 
and certainty of opportunity for the growth and de- 
velopment materially, intellectually and spiritually 
of every man, woman and child in our great country. 
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Human Relations in Research Institution 
Management 


By WILLIAM A. HAMOR 


Assistant Director, Mellon Institute, Pittsburgh, Pa. 


HIS contribution will primarily set forth ex- 

perience in management that is likely to be of 

suggestive utility to research directors and to 
scientists intending to become research executives. 
Secondarily it is hoped that its contents will be a help- 
ful addition to the knowledge of humanistic manage- 
ment in general, even though its considerations pertain 
largely to organized groups of scientists engaged in 
research. 

Something of the philosophy that activates success- 
ful institutional research is not hard to capture. In 
essence that philosophy is the conception on the part 
of the research organization of what is basically ex- 
pected of it. Consequent to sufficient administrative 
study and operational experience, the managemental 
procedure is defined and the philosophy can then be 
expressed in the dual light of the animating idea of the 
enterprise and of the unity of doctrine and spirit in 
terms of which all functions are performed, all details 
are in working order—the principles and ideals setting 
the pace and trend. Not every research institution has 
a real philosophy, but one with such wisdom can be re- 
garded as perfectly straight and clear about its guiding 
qualities. 

Science reveals facts through investigation and then 
describes them. It is the aim of philosophical research 
maragement that the significance and worth of factual 
information be ascertained. Perspective and valuation 
are thus required by this management. Knowledge 
must have useful meaning; discoveries must have rela- 
tion to the institution, its purpose and boundaries. 
Research management of good substance is never im- 
personal and its goal is the transformation of personnel 
relations in ways that evoke the finest and most effec- 
tual powers. Its integrative philosophy has regard for 
the influences of emotions, sentiments, and events; it 
communicates bent of mind; it conduces to personal as 
well as organizational advancement; it breeds accord- 
ant and contented attitudes through crystallizing 
eudaemonics (the art of attaining happiness) in its 
sphere. 

A research institution evinces good health only 
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where its management maintains a correct balance 
among the necessary components, namely: able, 
earnest, enjoyable, and cooperative staff life; clear un- 
derstanding of objectives and parts to be played indi- 
vidually and in teamwork; systematic pursuit of new 
knowledge; professional aspiration; adequate facilities; 
sufficient support for the activities, both internal and 
external; and congruous professional and public rela- 
tions. Infirmities are prevented by competent mind- 
fulness and keen watchfulness. Such an institution may 
be entirely or partly self-supporting, aided or main- 
tained by city, state or national government, sus- 
tained by industry, or endowed. In a nonprofit 
research institution, the model of the present discus- 
sion, societally valuable results are always planned to 
accrue through scientific investigation; the purpose is 
not to make money but to give for public benefit as 
excellent professional service as possible. That type of 
institution lives best in alliance with a university. 
Facing science and management today is the need 
for creative thinking, so as to re-integrate knowledge 
and to elaborate appropriate techniques and thereby 
to generate and sustain faith which men and women in 
every area of human relations will find as inspiring and 
compelling as the demands of wartime.' In the past the 
stimulus to similar achievement has come from the 
borderland of the physical sciences and management 
where workers from different fields have collaborated 
in attacking problems of common interest. Let us 
therefore do everything possible that out of the united 
effort so effectively displayed in the war may arise not 
merely the solution of material problems of the peace, 
but also the redefinition and revivification of senti- 
ments? which will give mankind a new synthesis of 
vision and hope to help in putting moral and spiritual 
development in step with material advancement.* The 


1On our muddled world, see Annals Am. Acad. Polit. Soc. Sci., 240, 
1-134 (1945); 243, 1-149 (1946). 

? By the employment of processes which cause men to change and to be 
changed (see, for example, W. W. Biddle, J. Abnorm. & Soc. Psych., 26, 283; 
and = W. Doob, “* Propaganda,"’ 1935, pp. 115 27). 

*For analyses of relations between technological change and moral 
development, see A. G. Keller, “Societal Evolution,” rev. ed., 1931, chaps. 
3 A. M. Lee, ed., ‘Outline of the Principles of Sociology,”’ 1946, 
chap. 17. 
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momentous unsolved problems of our world are those 
of human relationships,‘ and there is the urgent 
exigency for making tools with which to shape con- 
genial societal development. It is believed that success 
in filling the latter need will come only through 
enough research by social scientists.’ Useful data for 
this great investigational: task may be derived from 
the managemental patterns of existing chemical, 
physical, and biological research institutions whose ad- 
ministrative principles form the subject of this paper. 
It is clear of course that men trained in the natural 
sciences are not, by that fact, able to do work in the 
social sciences. 


The Research Institution and Its Management 


The wholesomely mariaged research institution of 
size and strength has in specific ways much the same 
range of influence as the well administered university 
—it represents intellectual leadership and enrichment 
in its professional territory. Serving directly or ulti- 
mately for public benefit, it stands for the transmuta- 
tion of forces and substances into useful applications 
and spiritual values. Such a research institution has a 
soul. The soul must of course be housed in a body and 
through that organism it must be functional. Tech- 
niques and materials are required for its work, but 
they must ever be subordinated to the inner spirit. 
The management must never abnegate nor abrogate 
happy personal, professional, and public relations. 

A research institution is an actional establishment, 
especially a corporation, for scientific service, in which 
progress depends upon definite lines of authority and 
the flow of work along a coordinated system in an ex- 
hilarating professional atmosphere. The pace is not so 
fast as in many other fields, but in organizations en- 
gaged in industrial investigations the activities must 
always be energetic and otherwise of the character to 
win and to keep the confidence of donors of fellowships 
or other grants. The carefully chosen director must 
maintain his responsibility on an even keel with faith- 
ful adherence to truth of detail; he must be generalistic 
and rely upon the aid of well-selected specialists; he 
must chart the course ahead. All parts of the organiza- 
tion should be integrated under the headship of this 


4Goodwin Watson, Annals Am. Acad. Polit. Soc. Sci., 244, 182 (1946). 

‘Supporting evidence has been presented by Hamor, Pittsburgh Record, 
71, No. 4, 5-13; 9, No. 4, 9-12; Social Science, 9, No. 1, 30-5. See also F. J. 
Roethlisberger, ‘Management and Morale,”’ 1941. On research procedure 
in this field, see Lippitt and Radke, Annals Am. Acad. Polit. at. ebes 
244, 167-76 (1946). Likewise informative is F. L. Whitney’s ‘‘ The Elements 

of Research,” 1937, chap. 13, which contains references to studies of human 
pan relationships. George Soule (‘‘The Strength of Nations,”’ 1942) has 
pointed out that social scientists must learn to ask proper questions and 
must employ scientific method to make their results compare with those in 
physical science. 
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executive scientist, for such managerial unity over all 
the diverse elements essential to success is indeed a 
cardinal principle of effectual administration or eutaxy. 
To his trustees the director bears fundamentally close 
relations. He should be the guide of the whole corpo- 
rate body. Boards, councils, and committees at the top 
should confine their work to policy formation, advice, 
and criticism; they should not take on managemental 
functions.® 

To reach important ends in his post, the director of 
a research institution must be much more than just an 
executive who keeps his entourage and laboratories in 
operation. He must have the confidence of his board, 
his team, his profession. He must be liked and re- 
spected in his community. He must illuminate life in 
his organization; his thinking, doing, and planning 
must be actuated toward the future, must have con- 
stant regard for productivity, contentment, and per- 
manence. He must have a code of right principles upon 
which to draw in effecting the proper and happy func- 
tioning of the institution; he must have high standards 
regarding research personnel, programs, and facilities; 
he must apprehend leadership responsibilities that 
come from requirements imposed by interpersonal and 
intersocietal relationships;’? he must be imbued with 
the value of correct professional and public relations; 
he must keep in touch with the evolution of better 
managemental methods in his own and other fields. 

The analogies in required managemental principles 
between a research institution and an industrial or- 
ganization are apparent on examining certain basic 
necessities determining structure that apply to them 
equally. This fact should not be left out of account by 
research institution directors nor by industrialists 
serving as trustees of research institutions, although 
the latter should never be interpreted as business cor- 
porations. Directors of all kinds of institutions should 
not ignore the advantages to be gained by access to the 
well-developed literature of industrial management® 
and to the knowledge provided by the Society for the 
Advancement of Management, the American Manage- 
ment Association, the Management Division of the 
American Society of Mechanical Engineers, and the 
National Industrial Conference Board, Inc. As man- 
agement deals with people, the publications of the 
American Sociological Society and of the American 
Psychological Association will also be found to be use- 


® See J. C. Baker, ‘‘ Directors and Their Functions,” 1945, p. 131. 

7 The social function of the administrator has been treated by T. N. White- 
head, ‘‘Leadership in a Free Society,’’ 1937, onee. 6. 

8 A select index of value here is given in W. E. Moore’s “Industrial Rela- 
tions and the Social Order,”” 1946, pp. 116-18. 
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ful. Managemental phenomena are the products of 
social forces and psychological reactions. 

A research institution must have the life and the 
spirit to impel the best efforts of its family, everyone 
on its executive, investigatory, and servicing staffs. 
Accordingly stimulating and friendly management 
must permeate all levels through all positions. The 
entire personal structure from the top down must have 
qualities closely coinciding with the needs to be satis- 
fied. If, for instance, industrial service is an aim, there 
must be industrial sympathy and understanding.® A 
creative institution represents the combination of per- 
tinent administrative processes into an efficiently func- 
tioning system by managemental skill that can blend 
happily suitable personal qualities and apt professional 
qualifications. Research management must in particu- 
lar depend upon even adjustment and ready teamwork 
among specialists and upon keeping pliant all organi- 
zational lines. Functions must never be nominal. 

The prime responsibility of the director is to define 
his objectives as precisely as possible. He must next lay 
out the broad lines of administrative structure, get the 
right persons to develop them, and assign the work 
they can do better or more fittingly. He then has left 
for his own attention all matters of coordination and 
control.'!° He sets an intramural and an extramural 
example at the helm, sees that operations are sus- 
tained and facilitated, incites good performance, be- 
stows praise for meritorious achievement,!! promotes 
happiness, and applies the coordinating ability that 
quickly identifies his accomplishments. He tries to 
earn respect but to avoid sequacious deference. He is 
answerable for morale, the adornment of management 
that nourishes pleasant surroundings and conditions, 
self-respect, and opportunities, that should always be 
sublimated to its most refined form. He never is un- 
mindful of the fact that a research institution generally 
has the scientists it deserves. 


Interpersonal Relations in the Research Institution 


Researchists who are kept in a state of good morale 
do not readily lose interest in what they are doing. 
They tend to feel they are joined together by a com- 
mon purpose and common responsibilities. A capable 
research man may be a small part of a laboratory; but 
if he has the right qualities, the right direction, the 


*For an account of industrial research laboratory management, with 
attention to functions, divi isions, and coordination, see E. R. Weidlein and 
Hamor, “Science in Action,’’ 1931, pp. 267-77. 

1° The control of research ae has been discussed by Hamor and G. D. 
Beal in Ind. Eng. Chem., 24, 427-3 
— is described in R. C. Cabot’ s ‘‘ The Meaning of Right and Wrong,” 
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right atmosphere, the laboratory will be a great part of 
him. He always takes to work his heart and mind with 
all his professional equipment. Only enlightened 
friendly and honest leadership in action can bring into 
existence and keep the esprit de corps that distin- 
guishes the happy, brisk, continuously advancing or- 
ganization. The betterment of employee relations 
should be the joint duty of all executives, and manage- 
ment should constantly point up every group activity 
until it actually furthers comity.'? Substantial change 
in personnel or in the location thereof, especially if 
suddenly effected, has often been seen to affect morale 
and particularly to damage nicely balanced group 
working arrangements. The successful director is alert 
to the fact that morale is personal in origin, operating 
from him through his whole organization. 

A large research institution, like a factory, is a social 
system,'!* variously segmented, in which each member 
has a definite place, each has certain functions and 
activities, and each expects certain gratification. The 
executive, research, and servicing staffs are inter- 
related and interdependent; the persons on them are 
parts of the productive enterprise, and who, if suffi- 
ciently informed on organizational matters, will take 
whole interest in their work. It is incumbent upon the 
director to coordinate the roles of all these individuals 
so that each one is adjusted to the needs of the organi- 
zation in its entirety. And for maximal efficiency it is 


‘essential to have a high degree of willing cooperation 


among all employees and groups of them, encouraging 
each level to communicate and participate freely with 
the levels immediately above and below it, so that 
there is collaboration from top to bottom and back 
again through the entire organization. 

The institutional role of culture should be recognized 
as sociologists define that term (consisting of practices 
and habits, folkways and mores, and conventions and 
morals).'4 Management uses culture as the medium 
through which to direct personnel motivations and 
impulses into planned channels. Culture cannot be 
mapped out. It is in part of spontaneous psychological 
and sociological origin. It can be shaped and manipu- 
lated as it functions, but any shaping or manipulating 
of it should take into account psychological, psycho- 
pathological, and sociological realities. Common sense 
and logic do not reveal the latter. Regulations can be 


12 Morale surveys are well considered in J. E. Walters’ ‘“‘ Personnel Rela- 
tions,’’ 1945, pp. 323- 35. See also R. C. avis, “Industrial Organization 
and Management,” 1940, pp. 101-3, 503-14. 

130n an industrial organization as a social system, see Roethlisberger and 
Dickson, ‘Management and the Worker,” 1939, hwo 24; and B. B. Gard- 
ner’s “Human Relations in Industry,’’ 1945, pp. 

14 Lee has analyzed cultural levels in Am. Rev., 10, 485-95. 
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as sound as the knowledge of culture; their revisal is 
generally based upon examinations of organizational 
conscience and morale. 

The right sort of employee manual is produced with 
employee collaboration. It is an effective cooperation 
builder; it imparts an understanding of the organiza- 
tion and thereby promotes friendship and confidence. 
Another consistent morale builder is a well-edited 
newspaper, a periodical by and for employees. It 
brightens the environment; it encourages professional, 
social, and recreational activities; it puts across the 
principle of common purpose and the feeling of unity; 
it facilitates acquaintance with policies, supplementing 
the manual. Literature descriptive of the history, op- 
erating principles, and accomplishments of the organi- 
zation should be readily available. Progress should be 
recorded in published annual reports that can win 
readership. The maintenance of up-to-date library and 
experimental equipment and of good secretarial and 
shop facilities and building services is always stimulat- 
ing to the investigatory staff. Contributory to pride 
and happiness in institutions are good economic status 
of employees (as to rank, salaries, increases, and re- 
tirement income), adequate health and safety provi- 
sions, appealing group insurance, fit vacations, annual 
trustees’ luncheons or dinners to members, observance 
of important anniversaries, educational aid to younger 
employees, and well planned social and recreational 
events. An institution connected with a university has 
advantages in diversified professional and social life.'® 

A position and its environment give rise to much of 
its occupant’s mental life. In scientific research certain 
attitudes are expected of its votaries and certain types 
of organizations attract certain psychological types, 
who in thinking gradually become like the institutions 
to which they are attached. In older research organiza- 
tions customs exist that are even more plainly influ- 
ential. The ultimate strength of a research family 
depends upon the number of those members who are 
constantly growing in devotion and competence owing 
to the opportunities given them for professional ad- 
vancement and for contented development of their 
personalities. It is a managemental truism that a 
necessary qualification for an executive leader is a 
genuine interest in people and a wholeminded respect 
for the personalities and aspirations of others, espe- 
cially his employees. In research as in other realms, 
the leader should cultivate in his organization the 


18 The wider range of useful service had by a research institution cooperat- 
ing with a university has been described by Weidlein and Hamor in ‘‘ Glances 
at Industrial Research,”’ 1936, pp. 124-32. See also Hamor and L. W. Bass, 
J. Chem. Education, 7, 81-94. 
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largest possible harvest of persons qualified for greater 
responsibilities and more useful lives there or else- 
where, and should aid them in securing proper status. !* 

In research, executive staff assistance must be 
closely associated with the stream of laboratory ac- 
tivity. Such linkage makes easy the advice and stimu- 
lation that facilitate fruitful effort. A good executive 
staff member can retain his perspective, objectivity, 
and capacity to reflect and plan notwithstanding this 
contact with operations. His greatest satisfaction 
comes from opportunities to interlace the plexus of 
mutual rights with ability so as to form teamwork. In 
the latter there are embraced morale, expected ways of 
doing things, and basic understandings respecting 
working relationships conducing to successful coopera- 
tion that are defined in specific precepts. 

The greatest encounterable obstacle to harmonious 
relations in research is managerial weakness in coping 
with personnel problems, a grave defect in any execu- 
tive scientist. The latter can always profit by readings 
in the extensive and valuable literature of personnel 
management. To induce good interpersonal relations 
is of course the object of all sure management. Personal 
relationships have no substitutes, no matter what the 
kind or size of the organization. In his checkups the 
research institution director should inspect the records 
of performance of all sub-executives, particularly in 
the mid-zone; should learn the effects of their per- 
sonalities and methods on the persons working under 
them. Are these persons treated with proper considera- 
tion? Do they have adequate confidence? Are they 
satisfied ? 


The Encouragement of Talent 


As the achievements of research scientists grow 
more and more prominent, the security of society 
makes most important the wise and full utilization of 
their unusual assortment of qualities and skills. The 
administration of investigational ability will therefore 
increase in essentiality, as will the obligation of de- 
veloping new research executives.17 We should con- 
stantly strive to encourage the desire for responsibility 
and to furnish training bases for scientists possessing 
evident fundamental qualifications for managemental 
posts. The molding and enliyening of any executive 
development program require sound judgment and the 
administrative guidance that has all-out concurrence 


16 A discussion of relevance is found in “Business Leadership,” ed. by 
H. C. Metcalf, 1930. 

17 Qn special training for research service, see Hamor, Science, 102, 240. 
The selection of research workers has been discussed by Weidlein and Hamor 
in ‘‘Science in Action,’’ 1931, pp. 278-87. 
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—leadership possessing familiarity with the intricacies 
of human nature. There is little in the history of re- 
search institutions that relates to this subject, not 
because of apathy but largely because most of these 
organizations are young and have young methods. For 
instance, there has not been applied anywhere in the 
field a systematic program of moving and interchang- 
ing young executives from one class of work to another 
throughout the institution for suitable periods of time. 
Research management can achieve great progress by 
improving its man power. 

Without adequate attention to personnel, devitali- 
zation occurs. Personnel work does not consist of 
patrolling an organization, but the director must re- 
tain control of personnel, the most important of all 
factors in his management. The duties of personnel 
specialists are part of the executive function—to be 
helpful, to advise, to facilitate the responsibilities of 
the leader. The latter as well as his assistants must be 
sincerely interested in people, in employees, in human 
relations. Every promising personnel technique and 
human relations instrument should be studied for the 
purposes of meeting needs, solving new difficulties, and 
securing better attention and collaboration.'* It should 
never be forgotten that the research staff is the real 
force that runs the productional machinery, that psy- 
chology has illustrated its important place within the 
frame of personnel management. 

In research laboratories programs are constantly un- 
folding, and the director.and his managerial aids must 
periodically obtain integrated views of all this work in 
relation to current and future expectations. This in- 
ventory should be taken through regular staff meet- 
ings, reports, and contacts, so as to enable them to 
learn about growing researchists and to assist the ones 
who require help or encouragement. Staff meetings 
provide opportunities for the open and frank excussion 
of all friction points or areas of inadequate coordina- 
tion; they keep alive delegation of authority and 
planning.”® As staff meetings should be important 
thinking parties, to encourage concerted action on 
questions beyond the confines of individual executive 
discretion, they should usually be conducted with the 
use of precirculated agenda. Research executives must 
never become overtaxed and circumscribed in per- 
sonality or outlook, and they should have a clear 


18 Much of usefulness is available in Ordway Tead and H. C. Metcalf’s 
“Personnel Administration, Its Principles and Practice,"’ 1933, and in 
Tead's “‘Human Nature and Management,"’ 1938. Also valuable is Dale 
Yoder’s “Personnel Management and Industrial Relations,”’ 1945. 

19 See Henry Beaumont, ‘The Psychology of Personnel,” 1945. __ 

20 The function of staff meetings is presented at length by M. E. Dimock, 
“The Executive in Action,”’ 1945, pp. 191-3. 
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comprehension of balance and proportion in their in- 
tramural and extramural relationships. Their influence 
is mainly dependent upon accessible leadership which 
will inspire trust and upon appreciation of the work of 
others. A successful institution is in gist the extension 
of the personalities of its administrative officers in sum 
total. The stature of the director depends upon his 
ability to recognize and to look after the things he can- 
not delegate and which are essential to the well-being 
of all. 

The personal qualities that in sincere form are de- 
sirable in research direction do not belong to that field 
alone but are the common property of all good techni- 
cal management. And of course, as in all professional 
life, none of these qualities, notwithstanding their 
value, can be brightened so as to equal conspicuous 
mental ability and its exhibition in creative effort. It is 
certain, however, that a scientist may be at once bril- 
liant as such and quite competent as an executive. 
Examples could be cited in proof. Above all, to be 
successful in research management, a scientist should 
be generously unselfish. And, to enable him to stimu- 
late smooth relations and operations, he should also be 
friendly, considerate, courteous, cheerful, congenial, 
and tranquil. Supervision in a research institution 
should always be reasonable and consistent, and never 
rigid, and therefore he should likewise be tolerant, un- 
biased, and frank, acting in the open, dealing directly 
and fairly with his men. He then can preserve an 
equable and enjoyable tenor in his relationship with 
them and their work, can readily respond to exigencies, 
such as necessary changes in programs, and can be 
sure of their sympathetic reaction to decisions. He 
should keep his worthiness on all occasions and show 
an awareness of his responsibilities and not his 
authority.”4 

The axiom that the assignment of managemental 
duties to others is essential to executive success, espe- 
cially in a large organization, is accepted in research 
administration, although compactness sometimes dis- 
courages the practice. The inspiriting leader encour- 
ages talent by entrusting to another an amount of 
authority that will not result in a failure of perform- 
ance. The improvement of juniors of promise can be 
accomplished by giving attention to reactions. Can 
they produce useful impulses? Can they discern reac- 
tions to decisions? Can they maintain cordiality in 
applying authority? Can they cause respect for their 


21A body of information on executive methods is contained in D.R. 


— and W. W. Charters’ ‘‘ Personal Leadership in Industry,” 2nd ed., 
1941. 
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knowledge and acumen? Sometimes the "leader must 
learn painfully of the need for delegation. Usually, 
however, he wants more time to attend to planning, 
coordination, and other top tasks, and does not mind 
deputing authority equal to the responsibility assigned 
to qualified subordinates. He feels he can depend on 
persons he has learned to trust and does not assume 
that all things should be attended to as he would do 
them. He holds the subordinate responsible for results, 
but allows him appropriate discretion so as to encour- 
age initiative.?? 

In research institutions, under the director, there are 
generally several executive ranks conceived of in 
planes of different elevation. Within these posts there 
should be closeness to and responsibility for all activi- 
ties assigned thereto and ability and power to decide 
promptly, definitely and dependably on courses of 
action not involving changes in administrative policies. 
Besides such subdirectorial officers, in large organiza- 
tions there are heads of departments and group 
supervisors. 


Illustrative Professional and Social Life in Mellon Institute 


Now let us look into Mellon Institute,?* to observe 
the experience with personnel there, where the mem- 


' bers are engaged in associated activities, not only in- 


vestigational or professional but social as well. Social 
interaction, all will agree, is fundamentally concerned 
with human values, with feelings, attitudes, and senti- 
ments.*4 In devoting attention to elements making for 
employee happiness, the Institute’s executive staff 
aims never to be remiss to employees as motive and 
emotive persons who express choices.” Choices give 


22 On delegation, see L. Urwick, ‘* The Elements of Administration,”’ 1943, 
pp. 43, 51, 114, 125. 

23 Mellon Institute, a corporate body, is an endowed nonprofit institution 
for conducting comprehensive investigations on important problems in the 
pure and applied natural sciences, for training research workers, affording 
them facilities for specialized development, and for providing technical 
information adaptable to public advantage. The Institute grew out of a plan 
conceived by Robert Kennedy Duncan in 1906 to make scientific research 
more available to the public and more effectively applicable to industry. A 
definite procedure, the industrial fellowship system, was evolved which 
gave a manufacturer the privilege of establishing at cost of operation a 
temporary fellowship in a university for the investigation of a basic long- 
fange problem, the solution of which would mutually benefit both the manu- 
facturer and the public. Duncan initiated this system at the University of 
Kansas, and in 1910 Andrew W. Mellon and Richard B. Mellon called him 
to put it into practice at the University of Pittsburgh. This research idea 
was accepted with interest by industry and in 1913 it was thought to have 
advanced far enough to deserve a permanent organization and name. The 
Institute remained a part of the University of Pittsburgh until 1927, when 
it was separately incorporated. Since then its affairs have been managed by 
an executive staff responsible through the director to its own board of 
trustees. The Institute cooperates with the University and the junior 
members of its research staff may enjoy the opportunities of graduate 
students there. But the researches of fellowships are of postdoctoral char- 
acter, with the fellows and their aids having the status of salaried workers. 
There are eighty fellowships, many of large size and some of which have been 
renewed over a period of thirty years. There are also departments of research 
in pure chemistry and chemical physics. The director of the Institute (since 
1921) is E. R. Weidlein. 

24R. E. Park and E. W. Burgess, ‘Introduction to the Science of Soci- 
oo 1924, pp. 339-434. See also G. H. Mead, ‘* Mind, Self, and Society,” 


28 Of interest thereto is E. D. Smith's ‘“‘ Psychology for Executives,” rev. 
ed., 1934, pp. 110, 120, 140, and 161. 
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rise to personal problems in many instances, and the 
staff is always ready for more and more opportunities 
to aid in solving such problems. 

The Institute’s Robert Kennedy Duncan Club, the 
organization of the members of the institution that 
keeps alive the name and spirit of the first director,”® 
gives substance to the professional and social structure 
of the entire group. The club has surrounded itself 
by an associative atmosphere of hospitality for visitors 
and new Institute members. The latter in particular 
are well informed about their environment and made 
to feel at home. The success of the club in promoting 
cooperation implies an understanding of what occurs 
professionally and socially, on the level of attitudes 
and sentiments, while members are at work. By con- 
tributing richly to cordial management-employee rela- 
tions this club has plainly been the chief factor in 
advancing contentment in the institution. It is the 
members’ own organization and is concerned with 
what they think is important. The feeling of belonging 
to such a closely knit group increases every member’s 
desire to help in advancing its interests and organiza- 
tional solidarity in general. It is a distinction to be an 
officer of the club. The presidency in particular is a 
post of honor and prestige. 

Mainly through its advisory council the club keeps 
open the channels of communication from bottom to 
top, providing complaint and suggestion drainage. 
Effectually supplemental thereto is the weekly news- 
paper, Mellon Institute News. The executive staff of 
the Institute can satisfy employees who want to know 
that they are needed; the club assists in morale main- 
tenance by making employees feel that they count, 
that they have a voice in the life of the Institute. The 
club, like the management of the institution, is always 
concerned about what happens to all members, past 
and present, in their progress toward the future. 

The club membership speaks the same language, 
has the same folkways. That is the reason it can take 
action based on employee sentiment and can impart 
an easy comprehension of the managemental problems 
of the Institute. The club can effectively transmit to 
the executive staff the wishes and attitudes of mem- 
bers as a group, can help all members to express them- 
selves as professional and social beings who share 
common motives to excel, to be recognized. Thus can 
intramural professional and social needs be satisfied, 
new ideas of common interest be studied, and non- 
factual stereotypy be prevented. The club provides 


26 For a biographic sketch, see Hamor, “‘Impressions of Robert Kennedy 
Duncan,” published by Mellon Institute, 1929, 2d ed., 8 pp. 
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lectures and technical seminars, maintains special 
abilities records of its members, and carries on safety 
education. It has a chorus of which everyone is proud, 
sponsors a lunch room, and holds elsewhere three ex- 
traordinary luncheons each year. 

The older fellows of the Institute are supplemen- 
tarily beneficial by encouraging younger and newer 
members to use voluntarily the Institute’s counseling 
facilities. These older fellows interpret the nature of 
counseling, emphasize that the Institute’s executive 
staff aims to assist every employee to help himself.?’ 
Personal relations with the Institute’s executive staff 
engender confidence and rapport. 

Opportunities for sociability and pleasant diversion 
are afforded by entertainments and recreations for 
members and their families. Friendships among wives 
of members are also promoted by their own fort- 
nightly parties. 


Human Phases of Institutional Planning 


Planning, the realistic anticipation of future prob- 
lems, with well indicated analysis of strategy, must 
get the director’s constant attention at the right pitch, 
and all his executive aids should be alive to its value, 
studious about it. In research as in manufactur- 
ing, some planning is slow-moving, depending upon the 
results of studies; other planning consists of control. 
Managemental objectives are both long-range and 
intermediate, the latter having for their purpose gain- 
ing action on specific phases of broad programs. In 
periods of economic change, such as at present, the 
determination of all objectives is urgently important. 
The more kinetic the situation, the more accurately 
should the goals be laid down. Observing and reason- 
ing power, foresight, and resourcefulness are most 
valuable in research planning. A research manager of 
limited experience is likely to lose his way among the 
factors in an involved administrative problem, but an 
executive of wide experience can form interconnections 
in his thinking that yield a dependable answer. Plan- 
ning builds up the sections of organization, indicates 
guide lines to the area within which to work; but it 
must be kept fluid, for a plan must be subject to revi- 
sion in the light of new developments. 

A research institution is permeated by the laying 
out of proper next steps. For instance, after defining 
the objective of an investigational program, the per- 
sonnel and special equipment to accomplish it are de- 
termined. Then the purposes and means are properly 
integrated, and the undertaking is budgeted. Next 
comes work planning—personnel and equipment pro- 
~~ 9? Suggestive are the studies of counseli 


Tead, Advan. Mngt., 8, No. 3, 97-103; and 
Counseling,” 1945. 


programs in industries. See 
athaniel Cantor, ‘‘ Employee 


Vol. XI, No. 4 


cural and organization to carry out each stage of the 
project. And finally control is applied to ensure that 
the work plans advance satisfactorily with available 
facilities, supervision, and cooperation. 

It is imperative in the planning of research manage- 
ment to understand and to keep in touch with the 
society in which the organization operates so as to find 
out how societal changes will affect it. This manage- 
ment must prepare to attend to the adjustment of its 
organization to the external world, as suggested by 
such changes. A knowledge of the human aspects of the 
field is likewise useful to every researchist who has am- 
bition and desire to rise in the structure. Resistance to 
change is very seldom encountered among research 
men, for the latter are aware that they live in a world 
of change. 

In the systematic solution of specific managerial 
problems, in the creative thinking that leads to the 
recognition and definition of new problems, in impor- 
tant sectors of planning, administrative research has 
demonstrated its worth.”® This foresighted research 
can assist management in making sturdy policies, in 
disclosing unwise action, in revealing danger signals. 
Such research, to be successful today, must regard 
human aspects as predominant in every solution it 
evolves. Finding out how to instill and keep positional 
happiness—how to make employees want to work—is 
indeed a leading managemental responsibility that is 
certainly the highest aim of administrative research. 
Pilot laboratories as well as pilot offices are used at 
times in that research. 


Extramural Opinion Builders 


It is unwise to isolate professional and public rela- 
tions in a research institution; for these relations 
should be comprehensive. and all-pervasive, actually 
derived from attitude and approach, and absorbable 
as a spirit. They must be organized and developed 
solely by specialists who can foresee reactions, who can 
forestall or meet difficulties; but the conserving and 
animating influence of these relations should be be- 
lieved in and followed by all executives with the ad- 
visory guidance of such specialists. This work should 
be continually sparked by the director. Relations of 
the latter to his trustees unite him with leaders of the 
community; his scientific responsibilities obligate him 
to his profession.”® If the institution serves technology, 
industrial relations should be maintained on the same 
high managemental plane. 

28 Weidlein and Hamor, “Science in Action,” 1931, pp. 200-2; A. R. Wiren 
and Carl Heyel, ‘* Practical Management Research,” 1945, part 1. 
Public Relations Work?’ published by Mellon 

80 For an account of industrial relations, including cooperation with public 


relations, see Bethel, Atwater, Smith, and Stackman, “‘ Industrial Organiza- 
tion and Management,” 1945, chap. 17. 
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Professional and public relations are external opin- 
ion builders and bring in results that add to good 
morale. These relations must be based:on and fitted to 
the long term. Their use merely as tools, to be applied 
intermittently or only where necessary, is evidence of 
debile management. Close attention must be paid to 
these relations at national as well as local levels, at all 
times, and the thinking about them must be as com- 
pletely objective as possible. Good professional and 
public relations must begin with professional and pub- 
lic service. Telling about work is as much a responsi- 
bility as doing work,*! and the professional and public 
presses and platforms and also institutional trips for 
visitors must not be neglected.*? Radio broadcasting, 
sound motion pictures, and television are also open to 
scientific cultivation. Every organizational member 
should be encouraged to project impressions on behalf 
of the institution. Advantages of personal professional 
relations (membership in societies, attendance at so- 
ciety meetings, preparation of papers) should be kept 
before all researchists. 


Keeping Away from Troublous Paths 


Happiness in work and loyalty to organization, the 
most important elements in human behavior, are 
built upon considerate treatment, adequate recogni- 
tion, opportunity, and incentives. They must be 
propped or restored, wherever indicated, with full re- 
gard to each worker’s distinctive characteristics as a 
person. An institution cannot operate at maximal 
efficiency until all its members have attained easy and 
pleasant working relationships and conditions and the 
administrative structure has found and can keep ad- 
vancing in its proper course. Even a young institution 
will have established ways of conducting its work, but 
no organization should ever lose its pliability, its re- 
sponsiveness to human desires and expectations, its 
friendly politeness. By rejuvenation an institution 
should never be permitted to become effete in any part. 

Firm discouragement should be accorded to any 
drift toward crowding, incoherence, inflexibility, 
routinism, and depersonalization. Likewise such evils 
as dispersion of effort, dissonance, and nugatory or 
restricting regulations should never be allowed to 
germinate. Also to be carefully avoided is stodginess, 
which can obstruct research, doom it to a listless pas- 
siveness. It is healthful to infuse into every big 
research organization the best managerial character- 
istics of small institutions. The maintenance of direct, 
personal dealings with their opportunities for self- 

31See Hamor and Bass, Science, 70, 632-4; Ralph Coghlan, Sci. Mon., 
62, 


‘ pe the value of public relations to institutions, see Lee, Psychiatry, 
» 271-6. 
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expression and of close cooperation internally and 
externally is the managemental feature of every in- 
stitution that has no inclination toward narrowness 
and rigidity. Managemental difficulties with research- 
ists should be rare because these scientists, if carefully 
selected, have high intelligence and as professional 
persons work with a will. Good management and 
facts make them responsive; they expect decisions 
and regulations that have prima facie clarity and 
reasonableness. 


Putting Human Values on a High Plane 


Having gained the rewards of managemental and 
investigational accomplishments—these requitals con- 
sist of elements relating to environment made, associa- 
tions formed, results won, records of past and present 
personnel, and appreciation given—a research institu- 
tion can extend its scientific activities into other fields. 
It can aid in showing the necessity of depending upon 
facts. It can help in planning for peacetime profes- 
sional and public welfare. It can learn about the 
realizable possibilities of the social sciences, can come 
to a full appreciation of the societal purpose of its 
work.*4 It can ennoble pure research. The public as 
well as the industries will have faith in the utility of 
the scientific method when that value is proved again 
and again. A most important principle is that a re- 
search institution should concentrate on long-range 
basic problems, on preventive and constructive pro- 
grams that do not displace projects of other kinds of 
organization. A research institution should supple- 
ment other establishments in its domain and should 
have a part in stimulating scientific effort everywhere 
in that province. The increasing growth of scientific 
research puts a high premium on the improvement of 
public relations and also of professional relations 
among societies, institutions, consultants, and com- 
mercial laboratories. 

The physical sciences, their researches, and manage- 
ment in general, as we know them, endeavor to add to 
the capacities of life and to enlarge and refine its 
satisfactions. These shared objectives enable them to 
collaborate sympathetically and productively. But the 
triad should uncover better ways to cooperate with 
the social sciences than have been applied so far, so as 
to improve economic and societal conditions. There 


33 Difficulties of executives with subordinates, associates, and superiors 
are analyzed in E. H. Schell’s ‘‘The Technique of Executive Control,” 
4th ed., 1934, chaps. 7-10; see also C. R. Gow, ‘Foundations for Human 
Engineering,’ 1931, pp. 46-9. 

34 Helpful here is the discussion of management in “ Encyclopaedia of the 
Social Sciences,’ 5, 77-9. On social messages of research, see Advancement 
of Science, 3, 288-96, 322-33 (1946); Sci. Mon., 62, 500-10. The social 
effects of inventions have been dealt with by Ogburn and Meyer, ‘‘Soci- 
ology,”’ 1940, chap. 26; and by Sorokin, ‘‘Social and Cultural Dynamics," 
1941, 2, chap. 3. See also H. W. Hepner’s “‘Human Relations in Changing 
Industry,’’ 1934. 
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Research proposal ts considered. 


knowledge. 


Problem is accepted. 


Work plans are made. 


Control 
Supervisor: 

guides researchist 

must approve program 
schedule 
reports 
patenting 
development 
publicity 
all releases 


arranges cooperation 
agency or donor 


and work 
regulates expenditures 


STEPS IN INSTITUTIONAL RESEARCH 


Basic Executive Action 


It is important and without a like there; its solution will bring new 


Staff member is assigned to supervise research. 
Project is budgeted after study of requirements. 


Researchist is selected after quest. 


expansion of project 
maintains contact with supporting 


keeps in mind future of researchist 


Investigational Action 

Researchist (or group): 

is allotted laboratory 

learns about organization 

gets history of problem 

surveys literature 

defines problem 

studies attack 

suggests solution 

determines needed data 

selects methods 

outlines program 

enters experimental stage 

tests solvability 

verifies findings 

collects data 

systematizes data 

analyzes data 

appraises results 

makes deductions 

reaches conclusions 

tests conclusions 

plans development 


are now excellent opportunities to put human values 
on a high plane and to direct scientific resources to- 
ward the plenteous intensification of the inherent 
values of life. The vast power of the new technology 
should be used for the social good.*® Management 
should be vitally concerned with human values, should 
always regard the relations of men to men as much 
more important than the relations of men to things, 
should be deeply interested in the community. The 
research institution director should be ready to cope 
correctively with current frictions, distorted stereo- 


% This challenge to enlightened leadership has been touched upon by 
B. J. Stern, Annals Am. Acad. Polit. Soc. Sci., 242, 46 (1945). 


types, and other problems of society as they relate to 
his scientific field. He must therefore be sure that his 
organization has ample grasp of human relations. He 
himself should be a constant student of human rela- 
tions, should never take it for granted that his post by 
itself implies sufficient knowledge of the human as- 
pects of research management. 

Portions of all management show plainly the neglect 
of the social sciences, mainly sociology, the lighthouse 
of the area of human relations. There is however a 
marked trend on the part of management in the indus- 
tries to strengthen the character and scope of activi- 
ties pertaining to personnel psychology and to the 
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health and welfare of employees.** Well set up indeed 
is the stature of industrial hygiene, which is concerned 
with the human resources of technology. But research 
on man, to advance individual and societal well-being, 
should be-greatly expanded and generously sustained. 


%¢ As recorded in the recent experience and publications of Industrial 
Hygiene Foundation at Mellon Institute 
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Efforts should be made to interest sociologists in the 
domain of management for investigation and develop- 
ment through the application of sociological principles. 
Man is both the creator and object of management, 
and the mechanisms underlying human behavior 
should be related to the societal environment in the 
field. 


Comment 


(Continued from page 125) 


Frankly the present mood is dangerous even though 
understandable. 


And until it gives way to a more discerning and 
long-range sense of why workers act as they do, the 
attitudes and measures for the necessary cooperation 
will not arise. 

There is no doubt a certain intractableness and will- 
fulness in all human nature that has to be reckoned 
with. There is a familiar dictum about the honored 
and popular institution of marriage that “it’s be 
damned if you do, and be damned if you don’t.” 
Meanwhile the marriage rate is constant. 


does the in-row cultivation. 


NEW HOLLAND, PENNSYLVANIA 


Perhaps managers ought to acknowledge that a 
similar view of the necessary relations with organized 
workers would be conducive to a more cordial ap- 
proach to a return to the council table. For only at 
the council table can there come that adjustment of 
disruptions which is the prime condition of resumed 
cooperation and resumed production. 

Until irritation is replaced by mutual good will and 
patience, labor relations will only muddle along. 
Understanding of causes can be a first step to a 
desire for basic improvements which will only arise 
out of shared thought and act. — 

Orpway TEAD 


“She man wtth the hoe is now mechanized. 


Traditionally hand-worked crops, such as cotton, are completely 
modernized with machine efficiency. Weed removal in crop rows 
need no longer be done by hand hoeing. Controlled flaming 


This is another step by New Holland Farm Engineered ma- 
chinery toward putting modern farming on a planting-to-market 
production line. Another phase of farming mechanized . . . an- 
other step toward the new era in Agricultural America. 


NEW HOLLAND MACHINE COMPANY 
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“Management’s Professional Responsibilities” 


By ARTHUR G. COONS 
President, Occidental College, Los Angeles, California 


HERE are certain assumptions that will under- 

lie my presentation of the professional responsi- 

bilities of management. One is that the corporate 
character of the modern economy, whether on the 
public or the private side, has come to be the dominant 
organizational aspect. The great majority of us is now 
associated with what in effect are ‘“‘corporate”’ units, 
whether these be legally incorporated or not. I shall 
haye somewhat more to say on this aspect of our life 
and its meaning for management. 

Another assumption is the similarity in nature of 
the problems of administration and management, 
whether one is dealing with public or private units. 
Business and government and even labor organization 
management deal with a common body of principles 
and problems, even though the objectives of these 
various organizations differ in fact. 

Another assumption is that the essence of manage- 
ment is the maintenance of human relations on such 
a level that there is continuous effective operation of 
the unit in question. Human relations are fully as 
important as material supply, accounting techniques, 
plant design and layout, flow of goods, product adapt- 
ability and sale or any other of the topical breakdown 
of management’s concerns,—indeed all of these subsid- 
iary aspects of management are related to human 
relations and either affect esprit de corps or are af- 
fected by the continuity of internal morale. 

These three assumptions point up one fundamental 
problem of modern management: the task of main- 
taining a personal relationship for every participant 
in modern corporate processes,—economic, financial, 
industrial, labor and governmental—within a frame- 
work which by reason of growth in size and complexity 
of interdependence has become potentially highly im- 
personal while the differences between and among all 
types of organizations in the economy have become 
less sharp than at earlier times. 


The Professionalization of Management 


The past twenty-five years have seen a significant 
growth in the professional character of modern man- 
agement. It is the product of the technological changes 


1 An address before the Southern California Management Council Meeting 
at Occidental College, Los Angeles, California; May 25, 1946. 


in our society and of the changes in law and public 
opinion induced by scientific and industrial tech- 
nology. It is also the product of urban living. Both 
government and private business management have 
made great strides. ‘‘The conditions of discipline im- 
posed by industrial existence and urban living having 
created the necessity—and more slowly the recog- 
nition—of sound administrative organization,”’ states 
Dr. Phillips Bradley. 

Whether we look at government or business, social 
welfare or the multifarious elements of our economic 
and social organization, administration is a central 
and critical consideration. Whether we look at public 
administration or private corporate administration, 
at institutional management or public welfare ad- 
ministration, or at labor organization, the adminis- 
trator’s position (and that of his staff of assistants) 
is pivotal and strategic. He must make decisions. He 
cannot escape them. Upon him and his kind much 
impinges, much hinges, much depends. We cannot 
deny that a confused and harassed world is groping 
for some economic and social philosophy possessing 
an explicable rationale for the modern world. It is 
seeking the direction for purposeful activity. It asks 
that this rationale be capable of drawing all groups, 
classes, and corporate entities into a more effective 
social coherence or sense of unity wherein the limits 
both of individual initiative or activity and of social 
control may be understood. Students of society and 
the responsible administrators of our society are now 
expected to be helpful in meeting this great social need. 

Among the factors in recent economic history which 
are chiefly responsible for an added importance of ad- 
ministration and which call for a professional spirit and 
professionalization of management are the following: 

1. The development of a technology of economic 


management. 
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2. The increase in the corporate aspects of eco- 
nomic life. 

3. The expansion of cooperative schemes of eco- 
nomic endeavor. 

4. The separation of management from ownership 
in all units over moderate size. 

5. The tendency for management to be dominated 
by financial considerations rather than purely produc- 
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tive considerations—industrial capitalism vs. finance 
capitalism. 

6. The development of new planes of action in the 
competitive process. 

7. The search for coordination to achieve stability 
or security; a search found within both the public 
and the private economies. 

8. The demand for a greater or lesser amount of 
economic planning, but a demand for planning of some 
kind nevertheless. 

9. The abandonment in some units of economic 
organization, particularly public units, but not these 
alone, of market criteria for economic efficiency and 
the substitution of less automatic and more discre- 
tionary or arbitrary criteria. 

10. The possibly increasing similarity of much 
public and private economic administration, of which 
an extension of known capitalistic and corporate insti- 
tutions to the public field with the development of 
public and government corporations is an evident 
example. 

11. The necessity for a continuous adjustment on 
the international level to the mixed patterns of eco- 
nomic life abroad and to the changing policies and 
practices of other nations. 

Even in the period of formation of the modern 
corporate concept, when corporations possessed so 
large an orientation to public purposes, there was 
much employment and intra-corporate economic ac- 
tion not directly related to a monetary or pecuniary 
calculation. Centuries later, with the combination and 
integration of private corporations, an increasing por- 
tion of total production has appeared as intra-corpo- 
rate production for use, values being set for internal 
calculations by the mysterious, theoretical or rule-of- 
thumb procedures of cost accounting. Today depend- 
ence on cost accounting is greatly extended in private 
action, embracing the pricing of most durable goods 
and indeed of most goods produced under conditions 
of joint cost and high differentiation of product. This 
has made possible in part the domination of industry 
by financial consideration. 

The present phase of the more or less continuous 
administrative character of economic development is 
the performance by the state of economic activities 
themselves and of activities having important eco- 
nomic influences. For this last, but hardly final, phase 
it is probable that much good will come from con- 
tinued research into the internal processes. of both 
private and public business administration to discover 
more than we now know of the similarities and con- 
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trasts. And the job must be done by social scientists 
so that we may not be overwhelmed by the formu- 
lations of those who can see nothing but contrast and 
nothing but evil in the one or the other. 

In large measure, public administration is now eco- 
nomic management. Clearly discernible in a war 
economy, the fact has been clear to students of both 
government and economic life for a long time. The 
greater emphasis in political science on administration 
has been responsible for the introduction of a healthy 
realism and a new scientific viewpoint into that once 
highly philosophical subject. No longer can the powers 
of a President or any other officer of State be learned 
solely by a recital of the constitutional grants of 
authority nor by a listing of the concessions once 
wrung from an unwilling legislature nor by the virtues 
cartes blanches at other times handed to the office in a 
mood of desperation. The real powers of an executive 
are found in what he can do, which may be either less 
or more than those which the legalists declare him to 
possess. Modern political science must be concerned 
with the forces of public opinion, the functioning of 
political parties as government, and the operations of 
the administrative process. So with business manage- 
ment. It must be concerned with the forces of public 
opinion, the functioning of great and powerful eco- 
nomic groups such as organized labor and organized 
management and the integrity of the internal aspects 
of a given administration. A professionalized manage- 
ment will concern itself with these internal aspects. 

Accounting has come to realize how much of the 
stuff it deals with boils down to human judgments, 
the decisions of administrators. And these decisions 
when neatly summarized become guiding symbols for 
the decisions of other administrators of both business 


and social institutions. How central managerial judge-, 


ments are, every economist knows. And he also knows 
how distinctly more corporate or collective is that 
entrepreneur today, indeed how dependent each unit 
of economic organization is upon the decisions of ad- 
ministrators. Thus the process goes on. 


What Are the Criteria for Managerial Decisions? 


There is a psychological side. Every organization 
erects or unconsciously adopts criteria whereby it 
arrives at decisions. These constitute a central con- 
sideration of the administrative process. And it is 
within these criteria, within the drives that determine 
them or which, announced and accepted, they in turn 
determine, that one must look for an understanding 
of the dynamics of the modern world. It is the psy- 
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chology which develops within all types of collective 
or corporate groups, the rationale of group behavior 
which is formed, which becomes controlling upon him 
who stands as representative of the interests of that 
group. Both private and public managers, even though 
responsive in their private lives to the same stimuli 
and impulses as are chavacteristic of men of less ex- 
alted station, take on as a consequence of authority 
or responsibility a logic of action limited by the ob- 
jectives and the assumptions which are either devel- 
oped for them by the group for which they are acting 
or are rationalized for the group by the administrator 
himself. We know little enough now of what really 
goes on in the formation of major decisions in the 
private or public corporate world of our day. We need 
to know more. But what we do know is sufficient to 
make us doubt that we can reduce it all to highly 
simplified abstractions on motivation which have been 
the characteristic bases of economic or political theo- 
rizing. To say “‘self-interest” or ‘“‘quest for power”’ 
or ‘‘search for security’’ may be better than to say 
nothing but we need a more precise as well as more 
inclusive framework of social psychology to guide us 
in such analyses of administration as we may wish to 
undertake. 

Every aspect of administration involves in some 
degree management of human relations. Economic 
questions do not involve material wealth alone, but 
the competition and cooperation of men in the pursuit 
of the goods and services related to their conceptions 
of well being. To a greater degree today than was true 
in days of much smaller units of organization, man’s 
economic welfare depends on a large amount of con- 
scious cooperation, even if but a prelude to competi- 
tion. For much competition is now on a level far 
removed from the much-heralded purely individu- 
alistic economic arrangements of an earlier day. Here 
is a fact frequently overlooked by the devotee of 
laissez faire who often fails to see that administration 
by somebody is an inevitable part of the modern eco- 
nomic process however organized and that this, in 
itself, even though not recognized, is a part of the 
“government” of society today. Furthermore, it is 
overlooked often that the large amount of cooperation 
involved in all corporate highly organized societies 
places a greater burden of a social as well as economic 
character upon administrators and demands an under- 
standing of social psychology. It may be that we shall 
not be able to develop a motivation adequate to sus- 
tain the requirements which this type of economic 
organization places upon all its participants but it 


Vol. XI, No. 4 


should help if we portray the dilemmas involved and 
do not run away from the realities of group behavior. 

It is trite to remark that the manner in which eco- 
nomic affairs have been conducted has been altered 
radically in our times. Some aspects of this profound 
change we have watched developing through many 
decades. In some respects the trends of public eco- 
nomic management but continue trends in private 
business management. As an illustration one may ob- 
serve the gradual transference of the central concern 
of many in the scientific management movement from 
the plant through the company or a particular business 
to an entire industry, and finally from industrial pro- 
duction management to the planning of the entire 
economy. 


Economic vs. Social Calculations of Cost 


In this administrative upsurgence of our time we 
have at times seen reasons of state supplant economic 
calculations of profit and loss and efficiency. This has 
disturbed economists. Not that the sole test of effi- 
ciency is the existence of profit. In some cases this is 
pertinent and indicative, but what we have postulated 
is at least the coverage of costs as a goal and a test of 
management. One social function of management is 
to keep down costs. Whether the level to which costs 
should be reduced is set by income, or whether, no 
income being involved, it is merely a determination 
to keep battling away at costs, this becomes an im- 
perative aspect of any search for economy. Apparent 
abandonment of a concern for costs in the provision- 
ing of some social services has been to many an 
occasion for horror. Some of course would even go so 
far as to consider that practically all services should 
involve a payment, should yield enough to cover their 
costs but this is no longer possible in the case of many 
services. It may not always be desirable. But the pro- 
fession of management must keep working away to 
devise acceptable criteria of judgment as to the eco- 
nomic effectiveness of management in all situations 
where no direct connection between costs and income 
is present. In the case of a public corporation like the 
British Central Electricity Board, where practically 
complete financial autonomy exists, where the entire 
enterprise must be self-sustaining, the criteria of effi- 
ciency tend to run in terms of financial solvency and 
technical achievements. The same is true of the de- 
mand for financial integrity and full economic coverage 
of costs in public power projects in this country. But 
no such criteria readily exist for soil conservation, 
reforestation, relief, resettlement, and mumerous 
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other agencies which exist primarily as disbursement 
units. 

If decision-making is so important, what elements 
may we properly bring to bear upon a given decision, 
say one having economic importance? (1) We have 
the systematic knowledge which we already have 
about the way men behave in society. We are waiting 
on the psychologists to give us more on which to build, 
but we are not utterly without some useful knowledge 
of uniformities. We venture to believe we have some 
principles in economics that are not pure figments of 
imagination. (2) But no longer may we consider eco- 
nomic facts and theories alone. The economic aspects 
are connected with many apparently non-economic 
considerations. The relations of government to eco- 
nomic life today are so many and so varied that it is 
difficult to know where economic considerations leave 
off and political considerations begin. There is a close 
and continuing interconnection within all elements of 
modern societal structure. This means that scarcely 
any present vital problem can be revealed in its true 
nature by examination in business or economic terms 
alone. This means that each of us must learn to deal 
with problems in relation to the over-all pattern of 
national life. 

(3) Furthermore, we must formulate our problems 
that they may be related readily to the general back- 
ground of modern industrial society. They must be 
relevant to current issues of either local, national or 
international import. Their varied ramifications must 
be stated and if possible explored. 

(4) We must reach out in an effort to foresee what 
the problems of the future are likely to be. Recollec- 
tion, our chief device in the past, must be paralleled 
with anticipation. It is not that we attempt fully to 
forecast the future but to envisage the kind of prob- 
lems which probably or possibly we may face. 

It has not been an unnatural extension of logic for 
many to conceive of the state as an agency of eco- 
nomic action. Indeed, some have conceived of it as 
the inclusive corporate group, but apart from that, 
we have seen certain aspects of governmental respon- 
sibility given corporate attributes. Illustrative is the 
desire to transfer to use by the state the capital and 
current distinctions of corporation accounting, erect- 
ing a whole set of capital accounts now little used. 
Illustrative also is the large number of public or gov- 
ernmental corporations or quasi-corporate bodies now 
subordinate to Federal or central, state or regional 
and local governments, as purely administrative de- 
vices, as masks to stimulate independence, or for the 
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management of public economic enterprise. In refer- 
ring to these shifts one need not advocate their mag- 
nification. They are, however, facts to be considered 
in trying to form a picture of the management of the 
world in which we have to do our work. 


The Public Relations Problem 


Management’s professional responsibilities lie at the 
heart of the public relations problem of business devel- 
opment of the future. The successful management in 
the professional sense will be closely attuned to the 
demands of public service, to current conception of 
social values, ideals and moral feelings. In so doing 
and in action related thereto it will win back for itself 
some of the confidence which formerly it held in the 
public opinion of this country. It will seek to develop 
the reputation for reliability in information, for exal- 
tation of production rather than of the purely market- 
wise commercial aspects of business opportunity. It 
will exalt production at the lowest possible price and 
lay emphasis on expansion and plenty rather than 
contraction or restriction and scarcity. It will show a 
determination to eliminate nepotism and favoritism 
and win public confidence for its own schemes of 
reward for performance for the persons in manage- 
ment. It will by concrete actions reduce the growing 
public suspicion that top management salaries are the 
products of monopoly and special action and privilege. 

In the public field there has been a development of 
the professional spirit to a greater degree than in 
private business management, except that in the pri- 
vate field many of the more technical fields of account- 
ing, law and engineering have made truly great strides. 
Emphasis placed by the members of such professional 
or quasi-professional groups on the calibre and train- 
ing of members of such groups and upon professional 
standards has worked for integrity and productivity 
in service both to the public and to private organiza- 
tions. These various groups have developed associ- 
ations which in turn have developed codes of ethics, 
criteria of preparation and experience, and many gen- 
erally recognized principles of conduct and relationship. 


Conclusion 


In the private field the development of professional- 
ization in management calls for (1) a study of the 
meaning of a profession and the professional spirit 
(2) a recognition of the position of leadership which 
modern business holds and (3) an increased awareness 
of the social responsibility of business, industry and 
finance. 
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Policy, organization and administration are the 
moving aspects of economic affairs. The demand for 
a high social utility and effectiveness is very strong. 

Let me read from a few quotations: First of all from 
Dr. Herbert Beckerath :? 

“Only a few prewar business leaders had grasped 
the conception of ‘social service’. The development 
of social and political insight in business circles did 
not for the most part keep pace with the growth of 
the social and economic power of business men.”’ 

From Professor T. N. Whitehead® of the Harvard 
University School of Business: 

“The tide of government activity is steadily rising. 
How long this will be true, we do not know; but clearly 
over the foreseeable future. , 

““The foregoing conclusion appears to represent the 
weight of opinion among leading business men and, if 
this opinion is well founded, it follows that the best 
chance of a successful outcome is that these men 
should accept the trend of the times and throw their 
energies into making the cooperation between business 
and government a fruitful one. For unless government 
is assisted by its influential citizens, and those too 
with the greatest practical experience, it will almost 
certainly be led in opposition to them with the most 
disastrous results. The functions of society, business, 
and government cannot be separated in practice; they 
all represent related activities. And the most practical 
way of making sure that government is sensibly re- 
lated to the social and business activities of the 
country is to secure an adequate leadership for these 
latter. 

“T suggest that the present trend is a direct result 
of the neglect of social responsibility on the part of 
business itself during the last hundred years or more. 
This trend will continue until it is recognized that 
business is the outstanding activity of any industrial 
society, and that, over a period of time, the effective 
leadership of the one implies the simultaneous leader- 
ship of the other... .. 

From W. A. Robson 


2Dr. Herbert Beckerath, Professor of Economics in the University of 
Bonn, Modern Industrial Organization,” p. 36 (1933). 

3T. N. Whitehead, Harvard University School of Business ‘‘ Social and 
Political Tendencies of the Present Day”’ Harvard Business Review, Vol. XV, 
No. 3 Spring Number, 1937 p. 281. | ‘ 

* Quotation from “ Public Enterprise’ edited by W. A. Robson (George 
Allen and Unwin, Ltd.—-1937) from the concluding chapter entitled ‘‘ Public 
Service Board: General Conclusions”’ written by W. A. Robson . . pp 375ff. 
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“The professional schools in the universities today 
take no account of the economic, political, or social 
aspects of modern life, even insofar as these have a 
bearing on the subject of the profession. ...... 
The truth is that the traditional distinction between 
‘administrative’ and ‘professional’ work is irrelevant 
and obsolete in the most important spheres of the 
public service today. The pure technician who is 
ignorant of the economic, political, and social aspects 
of his work, is of small value in the highest positions; 
while the administrator who has to rely on other 
people to advise him about the elementary technical 
matters relating to the enterprise is unlikely to possess 
that mastery of material which is required for the 
formulation of policy and far-sighted planning. . . .” 

And I close with a quotation from Charles E. Wilson 
of General Electric, written in 1941, applicable 
today: 

“The simple answer seems to be that again, and 
again, and again the financial and managerial compo- 
nents of our Free Enterprise System must prove, by 
deeds as well as by words, their full comprehension of 
their social responsibilities—their deep sense of public 
service—and their unmatched capacity to positively 
plan—to put into effect—and, if you will, to police, 
by self-imposed rules, a constitution for industrial and 
commercial progress acceptable to the majority of our 
people—people whose economic security and destiny 
are vitally affected by the decisions of these controlling 
components of the system. 

““Never before has the American Free Enterprise 
System been confronted by such a serious challenge. 
And never before has there been, and perhaps never 
again will there be, such an opportunity, or such an 
obligation, to prove the full worth of this system as 
an efficient, economical and trustworthy servant of 
society. Moreover, in these dark days we may be sure 
that, as the American Free Enterprise System sees this 
enlarged opportunity, as it assumes this greater obli- 
gation, and as it proves still more fully its worthiness, 
it will re-establish emotional bonds of mutual regard 
and respect between all elements of our economy—the 
bonds of national unity which will serve as a firm 
foundation for our moral security—the first fortifica- 
tion of our political and economic freedom.”’ 
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Guide through Labor Relations Chaos 


By PAUL ELIEL 


Late Director, Division of Industrial Relations, Graduate School of Business, Stanford University; Consultant in Industrial Relation 


HIS is an effort to try and spell out some funda- 

mental concepts in the field of industrial rela- 

tions. I am of the opinion that these are the 
minimum essentials that must be kept in mind if we 
are going to have a sound national industrial relations 
policy. 

A competitive capitalistic economy and a strikeless 
economy are incompatible. Freedom of action is in- 
herent in a capitalistic society and that freedom 
inheres just as much to workers as it does to manage- 
ment or ownership. 

Within certain broad limits to be outlined there are 
sufficient values in the rights of workers to strike and 
to picket peacefully to warrant society’s toleration of 
the inconveniences and disturbances that go with 
strikes and picketing. This principle is vital if we 
want to maintain the kind of society that we all 
favor and which we all believe is the very genius of 
American institutions and American life. Further, the 
Supreme Court of the United States, not only the 
present Court but earlier Courts, have held that the 
right to strike is basic and is inherent in the Bill of 
Rights itself. With slight modifications this is also 
true as regards the rights of workers to picket. 


Peaceful picketing, therefore, cannot be denied as 


a matter of law. However, mass picketing is almost 
never peaceful picketing. Mass picketing is almost 
invariably an invitation to violence. 

Violence against persons or property in connection 
with an industrial dispute, and particularly violence 
against persons, cannot be tolerated in a society 
based on the rule of law and the equal protection of 
the law. Violence is equally intolerable no matter 
who engages in it. Not only is mass picketing an 
invitation to violence but the attempt of a business to 
operate when it has been struck is not only an invita- 
tion to violence, but it is also an invitation to the 
prolongation of the strike and the creation of ani- 
mosities and antagonisms which are going to be very 
difficult to eliminate once peace is restored. So that 
not only is mass picketing an invitation to violence, 
but the operation of a business—the attempt to 
operate a business—behind a picket line is also an 
invitation to violence. 

1 An address before the Second Annual Northern California Management 
Conference, February 14, 1946, San Francisco, California. 


While operation during a strike or other serious in- 
dustrial dispute should not be attempted, ownership 
and its representatives, management, nevertheless 
have a right at all times to the free use, enjoyment 
and access to the property of the business which they 
own or manage. This is a right that is present at all 
times and under all conditions. That right cannot 
temporarily be erased as the result of the existence 
of an industrial dispute or of a picket line. But the 
right of access should only be invoked to carry on the 
minimum, essential and necessary non-operating func- 
tions of the business during the course of the strike. 
The most important of these is maintenance work. 
Whether or not maintenance work as such should or 
should not. be carried on depends entirely, it seems to 
me, on the nature and particular characteristics of the 
business. For example, when the United Mine Workers 
strike a mine, they insist that the pumpmen stay at 
work so that the mine may remain unwatered and 
work may be resumed as soon as the difficulty is past. 
That is one extreme example of the sort of operation 
that is not only countenanced, but is insisted on by 
one union. From that extreme to possibly no main- 
tenance work at all depends very largely upon the 
individual peculiarities and characteristics of the 
business itself. 


The Problem of Legal Restriction of Labor 


I shall next consider two economic terms and their 
relationship to the national labor scene. Monopoly 
exists when there is but one seller in a market with 
multiple buyers. A union that can strike a vital industry 
on a national basis partakes of the basic characteristics 
of a monopoly. Monopsony, the reverse of monopoly, 
exists where there is but one buyer in a market with 
multiple sellers. A business that purchases its labor 
in the open market, whose workers are unorganized 
and which occupies an important place in the market, 
partakes of the nature of a monopsony. The policy 
of the Federal government forbids monopoly through 
the Sherman Act and practically forbids monopsony 
as applied to labor, through the provision of the Na- 
tional Labor Relations Act. Both of these statutes are 
exclusively applicable to business. There are no com- 
parable statutes applicable to labor.? The proposals 


2 This was prepared and presented before the passage and approval by 
President Truman of the Hobbs Act. 
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for labor legislation now before Congress are intended 
to provide comparable legislation applicable to labor. 
They are designed to pla~2 restrictions on labor com- 
parable to the restrictions placed on management in 
its monopoly aspects by the Sherman Act, and its 
monopsony aspects as applied to labor through the 
National Labor Relations Act. 

Theoretically and practically such proposals as ap- 
plied to labor are desirable, but they should establish 
principles which make them comparable, in fact, with 
the legal limitations already applicable to manage- 
ment. The fundamental difficulty arises from the at- 
tempt to apply comparable limitations to types of 
organizations that, in essence are not comparable. 
Responsibility of individuals for performance, for 
results and for accountability is inherent in business 
organization and explicit in law. Such responsibility 
is neither inherent nor explicit in a labor organiza- 
tion. In theory, practice and structure labor organiza- 
tions diffuse responsibility in the entire organization. 
This is not by malice or design or because of some 
anti-social objective. It has been historically true 
from the beginnings of labor organization during the 
first years of the last century in both Great Britain 
and the United States. 

Labor organizations purport to be and many of 
them are democratic institutions, but I should like 
to point out that democracy and responsibility are 
also generally incompatible. This does not mean that 
I favor either fascism or communism or any other form 
of totalitarianism. I am only trying to say that there 
is, in the’way in which all democratic institutions 
must of necessity work, an inherent incompatibility 
between them and accountability. Possibly that is one 
of the reasons why we talk so critically about our 
politicians. 

Now in considering legislation and in looking at 
labor unions and in trying to set up controls parallel 
to those which we have established in regard to busi- 
ness, we have to make a choice. We have to ask 
“What kind of a labor organization do we want? 
Do we want an oligarchic or do we want a democratic 
labor organization ?,’’ because that, in essence, is the 
choice we must make. Do we want an organization 
—for example, like the United Mine Workers which is 
definitely an oligarchy, or do we want an organization 
like the International Typographical Union which is 
definitely a democracy? I'll take the latter type of 
organization and take anything that may go with it 
as a penalty. 

Most legislative proposals fail entirely to consider 
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these fundamental distinctions and differences that I 
have been trying to trace. They are designed to be 
punitive rather than constructive. If we approach 
labor legislation from the standpoint that we must 
be punitive, that we want to be punitive, that the 
voters are demanding that we be punitive, then our 
labor legislation is going to fail completely. We must 
approach it from the standpoint that punishment is 
not what we are looking for; we are seeking a con- 
structive approach. » 


Strikes Affecting the Public Interest 


The general strike is revolutionary in conception 
and purpose and cannot be tolerated by government. 
In the last analysis it is an effort by the minority to 
coerce the majority through government or through 
the seizure of government. The increasing interde- 
pendence of our economy makes it practically possible 
to achieve the end objective of a general strike, namely 
economic paralysis, without resort to the general 
strike as such and without even the appearance of a 
general strike. Here, then, is a new aspect of the rela- 
tionship of labor and labor organizations to govern- 
ment, to the economy, and to the consumer. 

In industries that vitally affect public interest, the 
rights of workers to strike should be so circumscribed 
that the public interest can be adequately protected. 
Among the industries where this rule should be ap- 
plied are most forms of transportation, communication 
and public utilities supplying light, p: wer, water, etc. 
In connection with such vital and indispensable in- 
dustries upon which the entire economy depends, I 
should like to point out that the government already 
exercises rigid control over them from the standpoint 
of ownership and management. I think it can be 
enunciated as a reasonable doctrine that an effort 
to establish in these same industries some measure of 
control over labor is not an attack on labor but rather 
a safeguard to assure that the interests of the vast 
majority of the citizens be protected. And here again 
a choice must be made just as a choice had to be made 
as to what kind of a labor union you want to develop 
as a result of a legislative program. Here the choice 
relates to what kind of controls appear desirable to 
develop. The choice is between compulsory arbitra- 
tion and something less stringent. Are we going to 
support compulsory arbitration? Anybody who wants 
compulsory arbitration in America ought to have his 
head examined. We do want some measure of control 
of labor in these vital industries, but something much 
less drastic than compulsory arbitration. I am not 
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suggesting what it may be, because I am trying to 
enunciate principles. I only want to point out in con- 
nection with compulsory arbitration that if anyone 
wants to start down the road to statism, that is one 
of the best ways to start. If anyone wants to start 
down the road to a managed economy with govern- 
ment in the saddle—and with labor in the saddle— 
let’s have compulsory arbitration. 

A strike by organized public servants is highly ques- 
tionable when its objects are those normally and 
legitimately pursued by non-governmental labor 
organizations. But such a strike is intolerable when its 
objective is to coerce government to take action or 
refrain from taking action in the field of general 
government policy. To illustrate: I take as examples 
the threatened strike of the Transport Workers Union 
in the city of New York in order to prevent the city 
from selling two power plants, and the strike on both 
coasts for 24 hours by certain of the maritime unions, 
presumably, but not in fact, for the purpose of bring- 
ing the soldiers home sooner from overseas. Such 
strikes are intolerable because they are an effort to 
coerce government. And in the case of the transport 
workers in New York, although not in the case of the 
maritime workers, they are public servants since 
the subway system in New York is the property of 
the city. 


Violations of Collective Bargaining Agreements 


Collective bargaining on!v begins with the negotia- 
tion and signing of an agreement between management 
and organized workers. The most important part of 
collective bargaining takes place after the agreement 
has been signed. Too many business men think when 
they put their name on the dotted line that they have 
gone through with all the necessities and requirements 
of collective bargaining. They haven’t. They have 
only made trouble for themselves if they have ap- 
proached collective bargaining from that standpoint. 
Where we have a collective bargaining agreement, 
(in many instances that is all we do have, if we are to 
judge by the attitude of management in certain estab- 
lishments and by the attitude of certain unions) a 
labor union that permits or condones violations or 
fails to take affirmative action when its members 
flagrantly violate an agreement does not come into 
court with clean hands when it alleges that the man- 
agement with which it deals has not bargained col- 
lectively because it asks for protection against illegal 
stoppages. What am I talking about there? I’m 
talking about the kind of things that have gone on 
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with United Automobile Workers ever since they 
signed their first contract back in 1937. We have had 
collective bargaining on paper in the automobile in- 
dustry, but haven’t had collective bargaining in fact. 
What we have had is a succession of armistices broken 
at such frequent intervals that no one can now recall 
their number. In some instances the responsibility 
has fallen on management and in other instances it 
has fallen on labor. 

As far as the United Automobile Workers is con- 
cerned the strong managements have had the least 
trouble. It is interesting to note that in General 
Motors, which now is the victim, if I may use that 
word, of the United Automobile Workers’ attack, the 
time lost during the war, during the no-strike-pledge 
period, was slightly less than one-twentieth of that 
for the automobile industry as a whole. I would like 
to go on and tell you why in detail, but I might just 
say this: It has nothing to do with principles, but it 
has a lot to do with how to live with a labor organiza- 
tion. The reason that General Motors has had less 
trouble than any other automobile company is be- 
cause it has been tough. No appeasement—no appease- 
ment whatsoever. The company had its rights under 
the contract and it insisted that those rights be 
observed. They said, come hell or high water, we are 
going to stand for our rights, and if the whole outfit, 
the whole industry countrywide goes down as a result, 
we are still going to stand for our rights. As a result 
they had one-seventeenth as many stoppages, ex- 
pressed in man-hours, as the average for the industry. 
I’m not talking about the number of strikes now. 
I’m talking about losses in man-hours, compared to 
total man-hours worked. 

I just spoke of a labor organization that condones 
or fails to handle properly a violation of an agree- 
ment by its members. The comparable principle also 
applies to management. A management that permits 
or condones violations or fails to take affirmative ac- 
tion when one of its representatives flagrantly violates 
the terms of a collective bargaining agreement also 
cannot come into court with clean hands in alleging 
violations by the union. 

An absolutely inflexible position on any of the cus- 
tomary basic subjects of collective bargaining by 
either side is a constructive refusal to bargain collec- 
tively. You can’t be inflexible. You can finally take a 
position, but you can’t say no to everything. Not 
only does the National Labor Relations Act say that, 
but in addition just ordinary common sense tells us 
that. 
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If based on adequate grounds, management’s re- 
fusal to pay more than a certain rate is no more to 
be condemned than labor’s refusal to take less than 
a certain rate. But the grounds must be adequate. 
Each side in a capitalistic economy is free to weigh 
the penalties that go with such refusal against those 
that go with acceptance and to act according to its 
best judgment as to which penalty will be the more 
serious. But—and this is what is going on in many 
places right now in the United States—frequently 
such judgments are tinged with sentiments or preju- 
dices that are unrelated to reality. The position taken 
is not based on adequate grounds and is therefore 
without validity. 


Political Action of Labor Unions 


In a democracy, unions have a right to strive for 
modifications in the social-economic order. Unions, 
however, cannot properly blame management if it 
refuses to accept their proposals or to join in labor’s 
demands. There are a good many unions in this coun- 
try, mostly on the side of the CIO, that have definite 
socio-economic objectives beyond those ordinarily 
considered as falling within the scope and field of 
normal labor activity. These unions have a right to 
push such proposals; in a democracy, any union has 
a right to strive for any kind of social change that it 
wants. If such activity is forbidden to unions then some 
other group is going to be forbidden to advance its 
ideas. I can hear you say, ‘‘ But corporations can’t 
make contributions to political campaigns.’”’ We know 
that they can’t do so lawfully, but they do in fact. 
So let’s not be too unctuous about trying to draw 
that sort of a comparison. The political arena, and 
not the economic, is the proper forum to attempt 
to effect such changes. If we don’t like something, 
we try to effect a change by urging our legislators, or 
Congressmen, or whoever it may be, to make the 
change that we think is desirable. If we think some- 
body is moving too fast we ask our Congressmen to 
vote ‘‘ No”’ and put the brakes on. That is everybody’s 
tight. We know that business organizations also have 
socio-economic programs of one sort or another, of 
which, of course, the most outstanding is the tariff, 
which business has fostered and backed with all the 
influence and power that it possesses. 

So let’s not say that because a union is trying to 
obtain a social or economic objective through political 
means that it is violating some fundamental principle. 
We may consider it dangerous because they are org- 
anized, or because they are compact, or for any of a 
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variety of other reasons, but let’s not take the position 
that they can’t do it. If it is considered dangerous let 
business do a little organizing on its side and do as 
good a job. 

In modern times most of the important changes 
that have taken place have been made as a result of 
political action by some group, although the radicals 
would deny this. My radical friends would deny that 
it was political action. They would insist that it was 
economic action that gave rise to political action. 
But let’s not be worrying about chickens and eggs. 
I say that it was political action and let them say 
what they will. 

Finally, if unions want a greater voice in matters 
of joint interest that have traditionally been within 
the province of management, they must first demon- 
strate that they possess the responsibility, the ma- 
turity, and above all the technical competence and 
proficiency to qualify them for such participation. 
I am not talking about whether a company is going 
to locate a plant at San Jose or a plant at Oakland. 
I’m not talking about that kind of a management 
decision because obviously workers haven’t any right 
to a voice in that kind of a decision, nor as to who 
should be president of the organization, nor how 
much money he should get, nor those matters of 
policy that are definitely within the province either 
of executives or boards of directors, as the case may 
be. I am talking, for example, about such matters as 
rating, job evaluation, and various other things of 
that sort which vitally affect the lives of every worker 
within the plant where such personnel techniques are 
applied. When workers have demonstrated that they 
have the responsibility, the maturity, and the tech- 
nical competence to do that kind of a job, then they 
are entitled to participate and our industrial relations 
will be better when they do. 


Summary 


I shall just summarize and run through these prin- 
ciples again—or these statements that I have made, 
because perhaps it is a little presumptuous on my 
part to call them principles. 

1. A capitalistic economy and a strikeless economy 
are incompatible. 

2. Strikes and picketing are legal. 

3. Violence against persons and property is intoler- 
able. 

4. Both the mass picket line and an industry at- 
tempt to operate behind the picket line are invitations 
to violence. 
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5. Ownership has the right of access to property, 
but that right should not be used to carry on other 
than essential non-productive activities during a strike. 

6. Unions partake of the nature of monopoly 
under today’s conditions and certain businesses in 
their purchasing of labor may partake of the nature of 
a monopsony—both are forbidden by law—but such 
prohibitions only apply to business. 

7. The problem of attempting to secure comparable 
limitations on labor usually fail because of the 
failure to recognize the fundamental and inherent dif- 
ferences between business organizations and labor 
organizations. 

8. The general strike cannot be tolerated, but 
unions can produce the equivalent result without the 
semblance of a general strike, or without actually 
engaging in one. 

9. If an industry is vitally affected with the public 
interest the rights of workers to strike should be cir- 
cumscribed in the larger public interest. 

10. Public workers cannot strike to effect an ob- 
jective beyond the scope of normal union activity 
and probably should not be permitted to strike at 
all. 

11. Collective bargaining is a continuing process 
that only has its beginning when an agreement is 
signed. 

12. Neither management nor labor can charge the 
other side with refusal to bargain unless it can come 
into court with clean hands. 

13. The right to refuse or accept is implicit in col- 
lective bargaining and each side must weigh the 
penalties that go with refusal against those that go 
with acceptance. 

14. Unions have a right to seek changes in the eco- 
nomic order through political means. 

15. Unions cannot properly ask to participate in 
matters affecting joint relations until they have 
demonstrated their maturity and their technical 
competence so to participate. 
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The Plan of Organization 


By FLOYD H. ROWLAND 


Vice President of Associated Development & Research Corporation, Senior Partner of The Floyd H. Rowland Company, Partner, Management 
Consultant Associates 


Company Objective Determines Organization Pattern 


A number of factors affecting organization have 
now been defined. These factors are: 

1. The kind of business, igcluding the lines of 
endeavor. 

2. The products to be manufactured and the prod- 
ucts to be sold. 

3. The volume as translated into a distribution 
program. 

4. The extent and nature of the manufacturing ac- 
tivities, indicating whether the company will begin 
the manufacturing process with the conversion of 
basic raw materials or with semi-finished materials; 
whether it will manufacture all of the products it 
sells or distribute to consumers everything it manu- 
factures, or sell a portion of its products in finished 
or semi-finished form to be incorporated in another 
manufacturer’s product, attached to that product or 
merely distributed by another manufacturer as a part 
of his own line. 

5. The translation of manufacturing activities into 
a production and facilities program. 

It is not to be implied from this statement that 
every change in the company objectives necessarily 
involves a radical change in organization pattern. 
It does, however, indicate the necessity for a re- 
examination to determine the need for revision. If the 
organization pattern was properly planned initially, 
it should be feasible to incorporate modifications 
without altering the basic structure. However, this 
type of enterprise may not have been considered when 
the company was first set up. Usually, there is little 
thinking with regard to the possibilities or necessi- 
ties which would arise with expanded activity. 

The form of organization necessary to carry out the 
long-range objectives as now established must be de- 
termined. Before the form of organization can be 
outlined, it is necessary to discuss some of the basic 
fundamentals to be taken into consideration. 


Definition of Organization 
Organization includes the determination of the 
essential pattern for: 


1 This article comprises a chapter from the author's forthcoming book 
**Business Planning and Control’’ (Harper & Brothers). 


1. The segregation of the business into its various 
components, whether they be on the basis of a func- 
tional, divisional or committee type of organization. 
Each of these terms will be defined subsequently. 

2. The establishment of echelons of authority. 

3. The determination of the titles to be used and 
the people who are to direct each component of the 
organization. 

4. The relationship of each executive position to 
the others. 

5. The establishment of the coordination of each 
position with the others with which it is either to 
maintain a liaison or to direct, or for which it must 
establish policies. 


Why Fauliy Organization Structures Remain Uncor- 
rected for So Long a Period 


While it would seem that a good organization struc- 
ture would be one of the first matters to receive con- 
sideration by any company hoping for successful 
operation, the fact remains that this phase of business 
planning and control frequently fails to receive the 
attention it deserves. The reasons are not hard to 
find. Some of them are: 

1. Organizational structure usually is the result of 
the expansion of the original setup with the growth 
of the business over a long period of time during which 
conditions totally unforeseen come into being. These 
changed conditions are met by adding organizational 
segments to an original framework which was not 
designed to provide for such expansion. A company 
starting in business to manufacture a specialized line 
of products seldom looks forward to the day when it 
may acquire several subsidiaries manufacturing allied 
lines of products, and it probably would have been 
considered ridiculous to have contemplated such ex- 
pansion. One widely advertised company has acquired 
more than a dozen separate manufacturing entities 
since 1940, at which time it is doubtful whether the 
rapid expansion that would:take place in the next 
five years was visualized. An aggressive banking 
institution was the cause in this instance. 

2. Changing organizational arrangement involves 
changing the relationships of individuals in the top 
management structure. Hence, it is deferred in many 


Ss 
+4 
hg 
th 
| 
152 
4 


it 


JUS 


es 


December, 1946 


cases, because of the supposed delicacy of the task, 
until necessity compels revision. 

3. Those responsible for the successful expansion 
of the company and who have become, because of their 
long association with it, able to cope with its ramifica- 
tions, seldom realize either the burden imposed upon 
them or the difficulty of finding successors who can 
take their places when they must step out of active 
direction of the enterprises they have built up. 

4. In some organizations, executives have grown 
accustomed to combining under their jurisdiction 
totally unrelated functions which they may be able 
to discharge ably, but which no newcomer, not pos- 
sessing their long association with the company, could 
hope to discharge satisfactorily. Feeling that they 
desire the freedom of action which such a combination 
of duties gives them, they are reluctant to abandon 
any of their prerogatives. This type of organizational 
structure may be said to be built around personalities 
and usually is effective only so long as the original 
executives remain to carry on their combined re- 
sponsibilities. When these executives leave the com- 
pany, it frequently is necessary to modify the 
organizational structure in order that these responsi- 
bilities may be divided. 

It is advisable to plan the organizational structure 
in cases where an executive is performing duties 
which spread over several functions so that such an 
individual may appear in the several positions, as 
may be necessary. Thus, his activities may be re- 
flected properly without distortion of the organiza- 
tional pattern to one which is illogical, and hence 
must one day be revised. 

Changes in organizational structure ordinarily in- 
volve matters of such intimate relationships as to 
make it difficult, if not impossible, for any executive 
within the organization itself and on its payroll to 
devise a corrective plan or even to suggest essential 
modifications. This is a task better left to someone 
outside of the company. 


The Purpose of Organization 


The purpose of the effort at organization is the 
alignment of functions or activities of a business so 
that the duties and responsibilities of each executive 
may be clearly defined. The limits of his authority 
and the relation of each segment of the organization 
and the executive heading that segment may be es- 
tablished to the end that the business may be carried 
on successfully. It has been said that any organiza- 
tion will work if the right people are administering it. 
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An examination of many of our arge corporations 
would seem to bear out the truth of this statement. 
There is, however, no way of determining whether the 
business has succeeded in such a case in spite of the 
organizational structure, or because long association 
of capable individuals has molded the personnel into 
a ball team. In such circumstances, each, without 
consciously recognizing the fact, has merged his ac- 
tivities with those of his associates to a point where 
a harmonious enterprise has resulted. Whether such 
individuals could have been more successful with a 
proper organizational structure can never be deter- 
mined. It is certain that the likelihood of obtaining 
successors to such individuals who possess the ability 
to fit into this type of operation is open to doubt. 
This probably accounts for a large majority of cases 
where unusually successful firms suddenly encounter 
unexplained reductions in income when important 
management personnel drop out of the picture. 
Bankers frequently are much interested in learning 
whether an organization will continue to be successful 
when some important executive leaves the firm. 


Ownership Management 


The one-man company is a potential liability to 
those dependent upon it. That one man may be 
capable and may have built a successful enterprise. 
There are many examples of such rugged individual- 
ism. The same characteristics which have enabled 
that one man to be successful may have prevented 
him from recognizing the necessity of building man- 
power. He probably will not develop a suitable suc- 
cessor. Every decision must be made by him. Hence, 
after the business reaches a size when he cannot 
adequately follow each detail, he becomes a bottle- 
neck by insisting upon making all of the decisions 
himself. 

If such a man can be induced to train others, re- 
linquish some of his prerogatives while he is still in 
his prime, he can strengthen his business against the 
day when he may desire or be forced to reduce his 
activities. If such a man can resist the temptation to 
do everything himself and let others develop, he will 
not kill initiative and will have an organization 
capable of carrying on for him. 

There is no thought here of minimizing the job such 
men have done in building American business for 
that is largely the antecedent condition of most of 
our big corporations of today. The purpose of these 
paragraphs is to emphasize the inherent weakness in 
such a situation—the strength emphasizes itself— 
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so that such executives will see the dollars and cents 
value in correcting this organizational weakness. 

A properly-aligned organization chart with definite 
duties and responsibilities will help strengthen such 
an organization and solve many problems of this 
nature. 


Father and Son Relationships in Organizations 


It is a natural desire of many fathers with privately- 
owried companies to have their sons succeed them. 
Perhaps the intensity of the desire warps the judgment 
of a father when it comes to the way to accomplish 
this act. Some fathers are reluctant to train their sons 
or relinquish any authority to them. The writer recalls 
the case of a son forty years old whose father, in his 
eighties, treated his son as though he still wore knee 
trousers. In this case, one of the executives, under- 
standing the situation, succeeded in bringing in a 
consultant to handle a specific assignment. The father 
was persuaded to take a vacation and to let the son 
run the business during the interval with the aid of 
the consultant. That year the business earned a sub- 
stantial profit. When an interesting assignment was 
found for the father upon his return, he permitted 
the son to continue to operate the business. 

Other fathers go far the other way. They make their 
sons top officers at once without any preliminary 
training, thereby emphasizing that the position is 
solely due to relationship. The son is not given any 
chance to demonstrate lis ability on the way up the 
ladder. This usually is neither fair to the son nor to 
others in the organization. In many cases, a third 
party, either in or outside the organization, can offer 
wise advice on how the matter should be handled. If 
a son is given a specific job under a well-developed 
organization plan and expected to perform that job, 
the task will be simplified. 


Relativitis 

This term refers to the practice of filling the organ- 
ization with relatives. It is used not with regard toa 
son or a brother but groups of relatives. Some com- 
panies may be free of it at the top of the organization 
and yet be cursed with it in the lower echelons. The 
relationship in such cases may not be with the head 
of the business but with the other executives, each 
of whom may have several members of his family on 
the payroll. There can be no objection if such rela- 
tives are capable of the positions they hold. The ob- 
jection arises when they are not. Even in instances 
where they are capable, too many relatives of the 
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head of the business, highly placed in the organiza- 
tion, tend to discourage the development of non- 


‘related capable executives. No matter what ability 


a man may have, if he doesn’t have the right rela- 
tionship, it is hopeless to expect promotion. Relatives 
may make good executives, but they suffer the handi- 
cap of their relationship and should therefore be under 
the necessity of proving their right to the positions 
they hold. 


Delegated Authority 


In decisions regarding delegation of authority, the 
tule should be to place the authority as near the 
scene of action as possible. 

All supervisors, salesmen, service men or others 
concerned with the actual operation should be given 
the authority necessary to discharge responsibilities 
which logically are a part of their particular jobs. 
This delegation of authority is essential in order that 
each individual may conduct his activities with a 
minimum of reference by paper work or other medium 
to those above him, thus eliminating red tape and 
expensive delays, and, at the same time, building up 
a self-respecting organization. 


Fundamentals Relating to the Establishment of an 
Organization Plan 


Several fundamentals have to be considered in 
planning an organization. Some of these are: 

1. The business should be segregated into its 
logical component parts. The terms ‘‘component”’ 
and ‘‘segment”’ will be used interchangeably here- 
after to refer'to any division, department or section 
of the organization. There is no term in general usage 
which meets this need. 

_2. The functions of each of these components must 
be clearly defined and the authority delegated to carry 
on these functions. 

3. The form of organization plan which best meets 
the ultimate requirements of the business should be 
selected so that expansion can take place within that 
framework with a minimum of organizational change. 

4. The echelons of authority should be established 
so that positions of the same rank are recognized. 

5. Adequate organizational terminology should be 
established to insure uniformity throughout the 
organization. 

6. A proper recognition should be given to line 
and staff relationships. 

7. The duties and responsibilities of each super- 
visory position should be established to determine the 
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extent of authority, responsibility for performance 
and to prevent the overlapping of activity; also to 
eliminate any gaps where no one is responsible. This 
procedure should establish adequate delegation of 
authority to carry on the activities for which the 
executive is held responsible and provide for the 
necessary liaison with others essential to the conduct 
of the work in hand. 

8. The organization plan must be constructed 
upon sound principles without any attempt to predi- 
cate it upon the personal characteristics of individuals. 

9. The technique of organizational charting should 
be mastered and the organization plan properly 
charted so that anyone reading the chart may be 
able to understand how the organization functions. 

10. An organization manual should be prepared. 
This manual will contain the organization charts, 
functions of each organizational component and the 
duties and responsibilities of each executive. 


Segregation of a Business into Its Logical Components 


The logical segregation of a business into its com- 
ponents is essential as a prelude to the construction 
of an organization plan. Since this book primarily is 
designed to apply to a manufacturing business, appli- 
cation is made to that type of enterprise although the 
principles involved are equally applicable to any type 
of business. 

Most manufacturing businesses logically separate 
into the following functions: 

1. Distribution (sales) 

Finance and Accounting 
Production Engineering 
Research and Development 
Manufacturing 

Industrial Relations 
Purchasing 

In some types of organizations other components 
exist such as legal, patent, public relations, advertis- 
ing, inspection, etc. The proper components must be 
recognized in order that decisions can be reached as 
to how each is to be fitted into the organization pat- 
tern. While it is a simple matter to draw an organiza- 
tion chart which shows each of these components under 
the direction of a specific executive reporting to the 
president, it is not regarded as good organizational 
practice to do it that way. 


Span of Control 


Technicians in the field of organization term this 
problem of the number of subordinates reporting to 
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an executive as the “span of control,” “span of 
knowledge,”’ etc. 

Each organizational component or segment must be 
assigned to an executive, therefore, the problem arises 
as to how many supervisors logically should report to 
one executive. Obviously the number should be 
limited so that the top executive in each case can 
give adequate direction without excessive fatigue, 
or causing undue delay in administration through 
failure to give due attention to the problems arising 
currently. Generally, the executives at the top of the 
company can satisfactorily supervise fewer subordi- 
nates than those further down the administrative line. 
The reason is not hard to find. The problems which 
the president, general manager or the head of a 
major segment of the organization is called upon to 
decide involve policy. Those further down in the 
organization involve little or no policy but concern 
supervisory problems of a more routine nature. 

The author, for example, in ‘‘ Budgeting for Man- 
agement Control,’’? illustrated an organization chart 
showing five division directors and four other execu- 
tives reporting directly to the president. While it is 
agreed that it probably is desirable to confine the 
number of operating divisions reporting to the presi- 
dent to five, it also appears practical to have three or 
four staff executives or corporate officers under the 
top executive. 

It will be obvious to anyone contacting major execu- 
tives who are unable to conduct a conference without 
permitting subordinates to interrupt constantly, that 
the company does not have a properly planned orga- 
nization. A number of authorities recommend that 
not over five or six executives report directly to a 
superior in the first two or three echelons of authority. 
The Production Handbdok* and the Industrial Con- 
ference Board Report‘ furnish further data on this 
subject. This phase of the question will be discussed 
in more detail under the Technique of Organization 
Charting later in this chapter. 


Defining the Functions of Each Organizational Com- 
ponent 


The general and specific functions of each segment 
of the organization should be defined in writing. These 
function sheets should describe in telegraphic brevity 
the exact sphere of activity of each segment and the 
scope of authority of the executive who heads it. 


2 Rowland and Harr, Budgeting for Management Control, Harper & 
Bros., 1945, p. 17, Fig. 1. , 

* Alfred Bangs, Production Handbook, Ronald Press, 1945, Section 1, p. 28. 

4Geneva Seybold, Company Organization Charts, National Industrial 
Conference Board, Report No. 64. 
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Function sheets must be prepared specifically for the 
organization which is to use them. These statements 
of functions constitute a simple method of defining 
the authority of the executive who heads each organ- 
izational component. His duty sheet, subsequently 
discussed, defines his responsibilities. 

The use of function sheets for each organizational 
component would settle effectively many organiza- 
tional problems which arise because of the failure to 
delegate sufficient authority to subordinates to carry 
on their activities or to state what is the extent of 
that authority. 

The writer came to realize the importance of func- 
tion sheets while engaged in organizational work in 
the War Department. Here, organization was con- 
stantly in a state of flux, new executives, either officers 
or civilians, were often transferred about. Without 
adequate definitions for functions, authority would 
have been lacking, or the incumbent would have 
lacked the knowledge that such authority existed. 
Likewise, there is offered a constant opportunity for 
confusion and friction and often a failure of action 
on some important phase of operation. These are 
matters the importance of which is not recognized 
‘until trouble occurs. Then, too late, it is realized that 
a proper delineation of functions might have avoided 
the difficulty. 

The following is a definition of functions as written 
for a government department. There the art of func- 
tion-phrasing reached a high state of perfection never 
to be achieved in civilian life. Nevertheless, it does 
illustrate the subject neatly and concisely: 


Pigeon Section 
Supervises all homing pigeon activities. Staff supervision over 
the Pigeon Breeding and Training Center. Liaison with divisions 
of Material Branch on specifications and supplies of pigeon 
equipment. 


The following indicates a Function Sheet as it ap- 
peared for a manufacturing company. This illustra- 
tion is not intended to reflect the functions of this 
division generally, and is specifically applicable only 
in the company using it. 


Division and Department Functions Bulletin 
Subject: Functions of the Financial Division 
General Function: Conduct of the Accounting and Financial 
Activities of the Company 

Specific Functions: 

1. Maintenance of the general books of the company. 

2. Preparation of the necessary financial statements. 

3. Maintenance of adequate insurance on all properties 

of the company. 
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. Preparation of statistical reports. 

. Extension of credit to customers. 

Maintenance of an adequate cash position. 
Review and approval of capital appropriations. 
. Direction of all bank negotiations. 

Taking and costing of all physical inventories. 
. Maintenance of an adequate cost program. 

. Approval for payment of all checks, promissory notes 
and other negotiable instruments of the corporation. 
12. Preparation and filing of tax returns and the handling 

of all matters pertaining to taxes. 
13. Preparation of budget performance reports. 
14. Preparation of financial budgets and assistance to other 
divisions in the preparation of their budgets. 
15. Maintenance of adequate records of authorized appro- 
priations and control of expenditures thereunder. 


Selection of an Organization Plan ° 


The choice of this caption would appear to indicate 
the formation of a new company. While this is the 
literal interpretation, actually it refers to the need 
for reviewing the organization plan in use to determine 
whether it is best suited to carry out the company 
objectives. 

Fowler McCormick, President of International 
Harvester Company, writing in the Harvester World 
in February 1944, indicated that his company had 
reviewed its organization plan and decided to modify 
it to meet the existing requirements of the organiza- 
tion. He states: “ . . . the growth of our business 
not only in size but also in variety of product was 
such that we should move at once toward the adop- 
tion of a divisional form of organization. Following 
this decision, the creation of the Motor Truck Division 
was announced. 

‘“‘A division in the sense we now use the term, is a 
new unit in our Company. It differs from a department 
in that a department deals with only one function, 
such as engineering, personnel or sales, whereas a 
division is a group of departments each of which is 
concerned with its own functions, but all of which 
are interested in the same product or group of prod- 
WHE 

-He subsequently states in the article, only a por- 
tion of which is quoted: ‘‘ Turning from a description 
of the divisional plan to its purpose, it can be briefly 
stated that the main objectives are as follows; 

1—(a) To reduce the number of operating responsi- 
bilities carried by our higher executives, thus giving 
them more time for policy formation, and (b) also 
to accomplish the desirable result of placing more 
responsibility and authority in positions closer to the 
operating levels. 
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Figure I. 


2—To provide a form of organization which will 
enable representatives of different departments to 
work more closely together in the interest of some 
given product or group of products. 

3—To encourage the development of a larger group 
of capable and experienced major executives.”’ 

This quotation has been included, not as an argu- 
ment in favor of the divisional form of organization 
but to indicate the reasons which induced one large 
company to realign its organization plan. 

There are several general types of organization: 


1. Functional 

2. Divisional 

3. Committee 

Since each of these forms of organization has its 
own advantages and disadvantages, it seems desirable 
to discuss them individually. 


Functional Organization 


The functional type of organization (Fig. 1) follows 
largely the natural segregation of the organization 
into the various functions to be performed. The heads 
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Figure 2. 


of each of these functions ordinarily are of equal rank. 
The functional organization places all manufacturing 
under one executive regardless of the plant location 
or the products manufactured. 


Advantages of the Functional Organization 

It brings under one executive all of the specialized 
and related activities of the company thereby insuring 
coordination. 


Disadvantages of the Functional Organization 


1. It concentrates upon carrying through operating 
authority along functional lines regardless of the effect 
of location, distances or types of activities, i.e., product 
groups, etc. 

2. It centers in a single executive responsibility for 
the performance of functions which though identical 
may be performed at such widely diversified points as 
to make control difficult and theteby causing delays 
because of a lack of coordination between activities. 
This becomes more apparent with increased size of 
companies where the separation of authority for sales 
and manufacturing of the same products by planning 
these functions under a Distribution Manager and a 
Manufacturing Manager tends to increase operating 
difficulties. 


Divisional Organization 


This form of organization has come into being be- 
cause of the tremendous size of some of our industrial 
organizations (see Figs. 2 and 3). It has been devised 
to overcome some of the defects of the strictly func- 
tional organizational types often found practical for 
smaller companies. The divisional form of organiza- 
tion is principally of value in companies having: 

1. Widely scattered manufacturing plants and 
sales activities. 

2. Companies manufacturing a wide variety of 
products. 

3. Companies having conditions which combine 
(1) and (2) frequently find it advisable to set up a 
divisional form of organization. 

This type of organization may be predicated upon a 
geographical division or on a product basis. A divi- 
sional organization ordinarily combines within it all 
of the functions of a functional organization. In trans- 
forming a functional organization to a divisional basis, 
where the result is a number of divisions, the effect 
is practically that of removing certain policy-making 
functions and attendant staff and establishing these 
as staff units at headquarters. On the other hand, 
certain services such as accounting, research, and in 
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some instances even sales, may become a part of the e. The establishment of sales procedures. 
division under the division manager with the overall f. The establishment of sales compensation 
policy controlled from headquarters. Under this type plans. 
of plan the division becomes an autonomous unit g. The conduct of qualitative market research 
functioning as to policy controls under a centralized studies. 
program and receiving certain services from head- h. The preparation of inventory budgets. 


quarter’s centralized units. These headquarter units 
in a divisional organization also may be called service 
or staff divisions to distinguish them from the in- 
dustrial division set up under geographical or product 
basis. These staff or service divisions probably will 
cover a full range of corporate activities needed to 
handle the corporate affairs of the company, to coor- 
dinate the operations of the industrial divisions and 
to establish their policies. A few examples will be dis- 
cussed to illustrate the nature of these staff divisions. 

1. Sales Division. The functions of the sales division 
when operating in a staff capacity might be: 


a. The conduct of consumer relations studies. 

b. The conduct of research activities on sales 
operations. 

c. The determination of overall credit and col- 
lection policies and establishment of credit 
procedure. 

d. The assembly and preparation of sales 
budgets. 


2. Product Research and Development Division. The 
engineering division might well have these functions: 


a. 


b. 


3. Manufacturing Division. 


The conduct of product development and 
research activity. 

The handling of patents and related legal 
problems. 


The manufacturing 


division may be assigned these functions: 


mo An 


Plant design and construction. 

The development of a policies and 
procedures. 

The establishment of safety programs. 

The establishment of suggestion programs. 
The establishment of training procedures. 
The establishment of maintenance policies. 
The assembly of plant sana for permanent 
capital investments. 


. The establishment of sodititien control pro- 


cedures and policies. 
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7 i. The assembly of labor and expense budgets. 
cae j. The assembly of material requirements 
budgets. 
a k. The development of overall manufacturing 
policies. 
ae 1. The maintenance of material transfer ac- 
“ tivities. 
* 4. Purchasing and Traffic Division. Some of the 


functions of this division may be: 


a. The establishment of overall policies regarding 
purchasing. 

b. Determination of items and amounts to be 
purchased centrally versus those to be pur- 
chased by the divisions. 

c. The preparation of purchase budgets. 

d. The assembly of raw material inventory 
budgets. 

e. The establishment of traffic policies and 
procedures. 

f. The overall control of raw material turn-over 
policies. 


5. Treasury Division. The functions of this division 
may be the performance of corporate functions ex- 
clusively, such as: 


a. The custody of all funds 

b. The handling of all insurance 

ce. The financing activities for the corporation, 
etc. 


6. Controller’s Division. The functions of this divi- 
sion might well include the following: 


a. The handling of all tax matters. 

b. The development of all procedures for ac- 
counting reports 

c. The determination of overall accounting 


policies. 

d. The assembly of overall budget and financial 
reports. 

e. The maintenance of corporate control ac- 
counts. 


f. The conduct of a system of internal audit. 


7. Budget Division. The budget division may have 
among its functions: 


a. The development of a budget plan. 
b. The establishment of standards of perform- 
ance for use on performance reports. 
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c. The investigation through channels of budget 
variations. 

d. The conduct of economic studies. 

e. The establishment of budget procedures. 

f. The preparation of summary and master 
budgets. 

g. The development of recommendations re- 
garding the budget program and revisions 
therein. 

h. The direction of all matters relating to the 
budget committee and the operation of the 
budget system. 


The foregoing tabulation has omitted certain service 
divisions such as the Secretary’s Division, the In- 
dustrial Relations Division, Legal Division and other 
activities which may be found in different corpora- 
tions. But the tabulation is sufficient to portray the 
relationships between the service divisions and the 
industrial divisions. 


Advantages of the Divisional Organization 


1. This form of organization overcomes some of the 
hazards of supervising activities in widely scattered 
areas by centralizing in an autonomous unit sufficient 
activities to permit their being placed under a high- 
ranking executive. 

2. The use of the service staff divisions overcomes 
the complications brought about by size and widely 
scattered units through centralization of policy con- 
trol and uniformity of procedure. 

3. The delays and lack of coordination likely to 
exist in a functional form of organization for a large 
company are eliminated by the establishment of com- 
pact divisions responsible for the conduct of all ac- 
tivities relating thereto. 

4. It tends to train a greater number of top execu- 
tives because by centralizing activities in divisions 
more important men may be put in charge. 


Disadvantages of the Divisional Organization 


1. The form of organization necessitates an in- 
creased number of top executives in order to maintain 
both industrial and service staff divisions essential to 
handle it. 

2. It splits determination of policy and procedure 
from the execution thereof. 

3. Unless the centralized policy and procedure con- 
trol is strongly established and headed by aggressive 
individuals properly supported by the president, 
there is a danger that the divisions may consider 
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themselves separate kingdoms and tend to go their 
own way. 


Committee Form of Organization 


The committee form of organization may take 
several forms, such as: 

1. The committee in charge of actual operation. 

2. The advisory. committee formed to advise on 
specific problems. 

The writer has no quarrel with the use of committees 
formed to study specific problems or to administer 
minor programs such as safety, suggestions, etc. 
Likewise, he has no quarrel with certain of the manage- 
ment committees, such as the budget committee and 
the executive committee established to relieve the 
president of detail or, as in the case of the executive 
committee, to function between meetings of the board 
of directors. The budget committee, properly estab- 
lished, covers many activities formerly delegated to 
a number of other committees. It not only deals with 
projected plans but with operations as well. 

Many companies attempt to bring together com- 
mittees of various types for the purpose of managing 
specific classes of activity. Some of these boards 
actually control operations while others meet in- 
frequently for the interchange of ideas and are purely 
advisory in character. 

The use of a committee form of organization for 
the control of direct operations generally is thought to 
be cumbersome. This form has not been illustrated. 


Advantages of the Committee Form of Organization 


1. Committees serve to make executives better 
acquainted with one another and offer a free medium 
for the interchange of ideas. 

2. Committee meetings conducted under a strong 
chairman with a well organized agenda frequently 
resolve difficult problems in a brief time. 

3. Specific assignments may be made to committee 
members permitting the investigation of difficult 
problems expeditiously without placing too heavy a 
burden on any one executive. 


Disadvantages of the Committee Form of Organization 


1. A committee has been facetiously described as a 
slightly organized method of wasting time. It is fre- 
quently just that! 

2. Committees take up the time of many executives 
who must listen to discussions of matters in which 
they are not qualified to pass an opinion. Committees 
cause too great an amount of time to be consumed in 
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educating executives on problems outside of their 
jurisdiction. 
3. Dominant executives control committees so that 
those with inferiority complexes contribute nothing. 
4. Too much time is spent by committee members 
on matters not basically a part of their responsibility. 


Establishment of Echelons of Authority 


Recognition should be given to the establishment of 
echelons of authority so that executives who should 
have equal rank are set up on that basis. The head 
of one of the major components of the business, 
whether the organization is set up on a functional, 
divisional or committee basis, should have the same 
status as other executives of similar authority. The 
echelon is not changed by placing one block on the 
chart below another if no other block appears in 
the line between it and the line of authority from 
the superior executive (see Figs. 2 and 3). 


Organizational Terminology 


There is little uniformity with regard to organiza- 
tional terminology. In some companies, the major 
organizational components are termed divisions, and 
the subdivisions are termed departments. The writer 
prefers the following terminology with regard to 
organizational components. 

1. Division 

2. Department 

3. Section 

4, Unit 

5. Group 
There is an equal amount of conflict in the titles given 
to the heads of each component of the organization. 
In some cases there are natural titles, such as Con- 
troller, Chief Engineer and Plant Superintendent. 
The writer prefers to standardize this terminology as 
follows: 

1. Directors of Divisions 

2. Managers of Departments 

3. Chiefs of Sections 

4. Supervisors of Units 

5. Leaders of Groups 

In a review of the writer’s previous book, ‘‘ Budget- 
ing for Management Control,’ the comment was 
made that the title ‘‘ Director’ should be reserved for 
the members of the Board of Directors. It is under- 
stood that the English system has division heads who 
are called ‘‘ Directors’? but these ‘‘ Directors” are 
usually members of the Board. Because of the short- 
age of words to use for identification of these organiza- 
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tional components, it is felt desirable to employ the 
recommended list or some variation thereof. The 
names used, either for organizational components or 
the heads thereof, is not as important as the fact that 
those on the same echelons of authority bear the same 
general title, except where special designation is used 
applicable to that group. In some companies the prob- 
lem of the title of executives in charge of divisions is 
satisfactorily met by giving to this position the title 
of vice president. 


Line and Staff Relationships 


The line and staff relationship is often referred to 
as a type of organization. Executives are said to be 
in the line or on the staff depending upon whether 
they have operating authority over the activities 
under their charge or whether they are merely acting 
in an advisory or service capacity to others. Under 
this interpretation, line and staff does not become a 
type of organization since line and/or staff principles 
apply to functional, divisional and committee forms 
of organization. Only the most elementary type of 
business can be said to be strictly line—that is, a 
small business where the owner issues the orders di- 
rectly to his employees. As soon as the. business be- 
comes large enough to have specialists either by 
functions or by type of products, it becomes either 
a functional, divisional or committee type of 
organization. 

This fact is seldom brought out by authorities, 
most of whom seem to refer to line or line and staff 
as a basic organization type separate and distinct 
from functional or other fundamental types. The 
failure to make these distinctions clouds the discussion 
of organization types. 

The line executive has authority given him by his 
function sheet to conduct the activities of the com- 
ponent over which he has jurisdiction. The staff 
executive will share the line executive’s load to the 
extent that he investigates, develops plans, and makes 
recommendations. The application of these plans 
must be left to line executives painful as that may 
sometimes seem to aggressive staff executives.® 

The line executives get the job done. The staff plans 
the action and offers advice to the line executives. 
It also may control certain types of policy within the 
range of its functions. The staff may consist of one 
or more individuals attached to the office of an oper- 
ating executive, or it may consist of a department or 


5 For further discussion, see Ralph C. Davis, Business Organization and _ 


Operations, H. L. Hedrick, Columbus, Ohio, 1937. 
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series of departments which plan policy programs. 
They may report to a general staff executive or directly 
to the president or general manager. 

Staff departments may be grouped generally into 
two classes—service and advisory. Service depart- 
ments may include those which serve the entire organi- 
zation. Examples of the advisory staff departments 
may be planning or special departments serving only 
some components of the organization. 

If the company has specialized committees for 
suggestions, safety, etc., these may be classified as 
specialized advisory staff functions. 

The use of outside management consultants as a 
specialized advisory staff is growing. This type of 
staff possessing abilities needed for specialized serv- 
ices not continuously required provides specific 
talent and an outside point of view. 


Advantages of Line and Staff Relationships 


1. It permits the line executive to concentrate upon 
administration. 

2. It simplifies the qualifications for selection of 
line executives by eliminating the specialized knowl- 
edge requirements of the staff. 

3. Good line men are seldom effective staff men 
and vice versa. The relationship permits the selection 
of each on specialized qualifications rather than on a 
combination of the two. 

4. Line and staff types of work are in practice at 
loggerheads with each other. When combined in the 
same person, neither receives adequate attention. 
The separation of line and staff work usually will 
prove profitable. 


Disadvantages of Separate Line and Staff Executives 


1. There is a constant danger of conflict between 
line and staff executives because of the temptation 
of each to step into the jurisdiction of the other. 
Staff plans and line executes. If their duty sheets are 
not clearly written or not written at all, as is more 
often the case, conflict is just around the corner. 

2. The recommendations of the staff may fail be- 
cause of lack of sufficient authority to see that plans 
are carried out as developed or that they are executed 
at all. 

3. The old ghost of fear raises its head. This time 
it takes the form of fear in the part of line men that 
they will ‘‘lose face”’ as the Chinese put it, if staff 
men are active or control certain policies relating to 
their functions. Where the line executive is ineffective 
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and inefficient, this fear may have some tangible basis 
in fact. 


Preparation of Duty Sheets 


A duty sheet specifies not only the general scope of 
activities of the executive but also the specific duties 
for which he is responsible. It would seem impossible 
to operate a budget system and attempt to measure 
the degree to which executives discharge their respon- 
sibilities if no one knows or has bothered to put into 
writing what these responsibilities are. Many large 
corporations have not bothered to define the respon- 
sibilities of their executives or to let other executives 
know who performs this or that specific task. How 
the budgeting operation can be conducted under such 
conditions is a mystery. 

Each executive, supervisory and major staff posi- 

tion should be designated by a block on one of the 
organization charts previously mentioned. 
_ Each duty sheet indicates the general responsibility 
of the position as well as the specific duties of that 
position. These sheets also designate the position of 
the executive to whom the incumbent reports. The 
duties of each position must fall within the functions 
prescribed for the organizational segment in which the 
position falls. 

The following illustration will indicate the form of 
the Duty Sheet as it may appear in an organization 
manual. 


01.05.192 

October 24, 1945 
Financial Division 
Accounting Department 


DUTY SHEET BULLETIN 
Chief Accountant AC 3 
Reports to Assistant Controller AC 2 


General Duties: Supervises the general ledger, accounts 
receivable and accounts payable activities. 


Specific Duties: 

1. Prepare monthly balance sheet. 

2. Prepare monthly profit and loss and 
related statements. 

3. Inspect records and handling of same 
for improvement in procedure. 

4. Supervises operation of accounts re- 
ceivable and accounts payable sections. 

5. Supervises maintenance of general 
ledgers. 

6. Supervises insurance coverage activi- 
ties. 
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Difference between Preparation of Duty Sheets and Job 
Evaluation 


The establishment of specific duties which make up 
any position is an initial step in job evaluation. Duty 
sheets in themselves do not constitute job evaluation 
but constitute the elements that add up to a detailed 
job description. Until the duties of a position are de- 
fined, it cannot be evaluated or priced as to the proper 
salary to be paid for the position. 


The Organization Plan Must Ignore Personalities 


Each position should be designated on the organiza- 
tion chart where it belongs. The mere fact that through 
heritage, capability or other factors one individual 
may perform the duties of several positions is not a 
justification for drawing the organization chart in- 
correctly. Where such is the case, it is better to regard 
that individual as performing these several jobs and 
to indicate each separately on the chart. 

When, for some reason, one individual ceases to 
hold the combined position embracing several titles, 
in all probability the successor will inherit only a part 
of his predecessor’s duties. This action would require 
complete revision of the chart if it is built on person- 
alities. This is a job which seldom is accomplished 
promptly. 


Purpose of Preparing an Organization Chart 


The organization chart is a device for portraying 
in graphic form the organizational structure of the 
company. It indicates the administrative flow of au- 
thority through the three categories of personnel, 
namely: 

1. Top management—Policy 

2. Administration—Interpretation and manage- 
ment 

3. Operation—The conduct of the actual work 

The relationship of executives each to the other is 
definitely portrayed as a framework around which to 
array the functions of each segment of the organiza- 
tion and the responsibilities and duties of each 
executive. 

The organization chart should disclose bottlenecks 
in administrative flow by portraying the picture of 
the number of executives reporting to each top 
executive, etc. 


Technique of Charting 


The technique of charting is a subject which is 
probably as great a source of argument at the time 
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of reorganization as any other one subject. Executives 


* who have never prepared an organization chart usually 


have the most positive opinions as to the correct way 
to portray the organization of the company. The tech- 
nique of presentation usually is conceived to be that 
illustrated by one of the organization charts of a large 
company some one of the executives has seen. This, 
then, becomes the basis of the plan used. However, it is 
possible to set up a set of basic principles for the 
technique of charting. 


Rule I 


The organization chart should not attempt to show 
the overall structure of the organization and the 
detail of each component on one chart. Organization 
charts should include on one chart only the organiza- 
tional component coming directly under the executive 
in charge. This means that the overall chart of the 
coinpany should include only those components re- 
porting directly to the Board of Directors, the Presi- 
dent and the Executive Vice President or General 
Manager. If the terminology recommended previously 
with regard to organizational components is followed, 
then the overall chart should show no lower echelon 
than a “division.”” Separate charts should be pre- 
pared for each division. These charts may indicate the 
departments and sections of each division if the com- 
pany is not too large. A third group of charts may be 
prepared for each department and show all sections 
and possibly groups of each section. In this way, 
separate charts are available for each executive cover- 
ing the organizational components he supervises, 
thus avoiding the necessity of attempting to show all 
of the organization on one bulky, complicated chart. 
Charts which can be reduced to 814 X 11” are ideal. 


Rule II 


Only the titles of executives should be shown on 
organization charts, thus avoiding the necessity of 
doing the charts over every time a change in execu- 
tive personnel takes place. A list of executives can 
be attached to the chart and keyed to each block by 
title and position number. (See Figs. 2 and 3). 


Rule III 


Organizational component titles and the titles of 
executives should be standardized so that divisions, 
departments, and sections or vice presidents, man- 
agers and supervisors do not appear on the same 
echelon of authority. 
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Rule IV 


Organization blocks may be staggered for the pur- 
pose of conserving space. The fact that one executive 
is shown on the chart below another of equal authority 
is of no importance—notwithstanding popular con- 
ception to the contrary—providing the lines of au- 
thority show each reporting to the same executive. 
In such a case, the principle of maintaining executives 
of equal authority on the same echelon is not violated 
(see Figs. 2 and 3). 

On Fig. 1, Functional Organization Chart, blocks 
1, 2, 3, 4 and 5 are all shown on the same echelon of 
authority. Likewise, blocks 6, 7 and 8 are each on the 
same echelon despite the fact that they appear be- 
neath one another. 


Rule V 


Popular titles of positions may be used acceptably 
without violating the principle of standardization. 


Rule VI 


Direct authority should be shown by solid lines, 
liaison by dotted lines. If it is necessary for one line 
to cross another, one of the lines should become a 
semi-circle at the point of intersection. 


Rule VII 


Organization charts should not be built around in- 
dividuals. If one individual handles several executive 
positions, each of these should appear in its proper 
place. The omission of names on the chart simplifies 
this task. A key list can be shown by title indicating 
the names ‘of the executives who hold each title, thus 
eliminating obsolete names on charts. 


Rule VIIT 


Charts should be designed to provide for future 
expansion as far as this can be visualized. 


Rule 


Blocks connected from the end to the line of au- 
thority have authority over those below, but those 
below may contact the block above without going 
through the block connected at the end. 

Fig. 2 is a more detailed chart to illustrate the cor- 
rect method of picturing the top structure of a divi- 
sional organization. Standardized terminology is 
illustrated in that the first echelon below the two basic 
parts are divisions, and the second echelon are either 
departments or plants. The titles given to the division 
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SALES DIVISION 


PRESIDENT 


PLANT #1 
MANUFACTURING 
\ DIVISION PLANT #2 
PLANT #3 
ACCOUNTING 
DIVISION 


INDUSTRIAL RELATIONS 
DIVISION 


Figure 4. 


heads are directors in staff divisions and 2nd vice 
presidents in operations divisions. The chief executives 
are called managers in the service departments and 
superintendents in the plants. These terms are merely 
illustrative. Other terms and titles may be used as 
required. The purpose is that when any component or 
title is mentioned, it is readily apparent what the 


‘echelon of authority is, and what functions are 


performed. 

The principle that no names should appear on 
charts is illustrated here also. Each title is assigned a 
code number. This code usually indicates in which 
general division of the company the job falls. It is a 
simple matter to keep a current list of the individuals 
holding these jobs. 

This chart also illustrates a company which has 
partially segregated line and staff functions. Each 
operating division is an autonomous entity. They may 
be subsidiaries. However, the activities of these opera- 
tions divisions are controlled as to general policy by 


the staff divisions. This type of structure was discussed 
under “‘ Divisional Organization.” 


Types of Organization Charts Classified as to Form of 
Charting 


Organization charts may be divided basically into 
three classes: 

1. The inverted tree type starting with a box at 
the top and spreading out through connecting lines 
to an increasing number of blocks as the chart pro- 
gresses downward (see Fig. 1). 

2. The horizontal chart showing organization 
blocks stemming from the side horizontally across 
the sheet (Fig. 4). Here the line of authority moves 
horizontally by connecting block ends. 

3. The inverted tree modified chart which modifies 
Type 1 by showing organization blocks for lower 
echelons connected from a center line to the top of 
each block tracing the line of authority to the execu- 
tive above in charge of this particular group of blocks 
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(Fig. 1). In this case, the head of the Sales Division 
is in charge of the various sales departments. 

While it is often desirable to refer to the charts of 
other companies as a guide in chart drawing, it has 
been deemed inadvisable to include actual charts for 
illustration purposes in order to avoid the appearance 
of criticism of any particular company. However, to 
compensate for this omission, illustrations indicating 
charting principles have been included. 


Translation of Company Objective into Terms of Per- 
sonnel Required 


The organization charts prepared for carrying out 
the company objectives prescribe the general align- 
ment of functions and staff and line positions. They 
have, in effect, determined the supervisory personnel 
required. 

The next steps are concerned with the projection 
of this organization into terms of employment require- 
ments for manufacturing, selling and other activities. 
With the distribution and production programs deter- 
mined, estimates of employee requirements readily 
can be made. This involves investigation of a number 
of factors such as: 

1. How does the projected volume compare with 
the prior program as to types and numbers of person- 
nel required ? 

2. What present personnel can be utilized in the 
new program without retraining, what can be used 
with retraining and what must be released? 

3. What additional personnel will be required? 

On the sales side of the picture, the question is 
raised as to whether the present organization can 
handle the new distribution program or whether dif- 
ferent or additional personnel will be needed. The 
extent of utilization of present personnel by retraining 
must be considered. 
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Examination of Qualifications of Present Personnel 


The studies of personnel up to this point have been 
concerned with categories of personnel and number of 
employees in each. It is now necessary to examine the 
qualifications of present employees to determine the 
possibility of using this personnel. 

As a start on this phase of the work, it is first essen- 
tial to define the qualifications needed in each job 
classification. With this information in hand, the 
qualifications of existing personnel can be examined 
to determine which ones can be utilized without train- 
ing and which can be used with additional training. 


Numbers of Employees to Be Hired 


Having determined the number of employees needed 
in each job classification and examined present em- 
ployees’ qualifications, the number of employees to 
be hired readily can be determined. The dates when 
these employees will be required can be established 
and a complete personnel program provided for the 
personnel division. 

As a result of the organization studies made herein, 
the numbers of employees for each job classification 
have been determined and the tentative rates of 
compensation established. This rate is called tentative 
because in all probability these estimates will be re- 
quired for Determining the Adequacy of the Plan as 
outlined in Chapter IX long before an opportunity 
can be taken to conduct job evaluation studies as 
indicated in Chapter XVI. Those organizations which 
previously have made a job evaluation study and 
repriced all jobs now face the task of conducting job 
evaluation studies of those jobs which are new to the 
organization. This, however, need not delay the com- 
pletion of the Budget Forecast nor the start of the 


new program. 
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BOOK REVIEWS 


Yardsticks of Management. By Howard G. Benedict, 
Management Book Company, Los Angeles, 1946, 
Second Edition, pp. 151, $15.00. 


The book is unique. It is the first of its kind this reviewer has 
seen which sets up point values for all phases of business opera- 
tions. In it, Mr. Benedict has laid out ‘‘ Yardsticks”’ that can be 
used to measure the total capability of an enterprise to operate 
effectively. The total audit is compiled from ratings applied 
to each of the sub-functions of the business. 

One may differ with the relative weights assigned to the 
parts of the whole, but the value of the method is self-evident. 
With it, an Executive, or as the author recommends, a Rating 
Committee, can ‘‘measure”’ the relative strength of every func- 
tion in the organization. In this way the weak spots will be 
known. Corrective measures can be taken to bring all functions 
to the same relative strength. 

Managements need such ‘‘ Yardsticks.’’ They are necessary, 
if for no other reason than to establish a sense of proportion. 
Again, one may think that some phases of the management 
contribute more to success than Mr. Benedict’s evaluation. 
However, as a result of the discussions thus engendered, a more 
sound relativity would be understood. Ratings of all organiza- 
tional functions would do much to trim down some and raise 
up others, in the light of their actual contributions. 

Mr. Benedict’s experience beginning with Taylor and Barth 
and extending through association with many of the well known 
pioneers in the field of ‘‘Scientific Management” qualify him 
to prepare this work. It should be of considerable value to 
managements for their own self-evaluation, and to consultants 
and others who may be called upon to appraise the worth of 
industrial managements. 

PHIL CARROLL, JR. 

Professional Engineer, Maplewood, N. J. 


The Elements of Administration. By L. Urwick, Harper 
and Brothers, New York, 1943, pp. 132, $2.00. 


Here is a little book that belies its size. It contains more sound 
principles and ideas than one has any right to expect in a volume 
much larger. Mr. Urwick faces squarely the issues that are top 
management's biggest headache today. What adjustments are 
necessary to make the capital-labor-management relationship 
work under the present system? 

In his attempt to point the way and to sell ‘‘a technique of 
administration’’ he has combined the thinking of Henri Fayol, 
Mooney and Reilly, Frank W. Taylor, and M. P. Follett. 
Basically, he has shown that there is a pattern of administra- 
tion that if followed leads to harmony. In greatly simplified 
form, here is the pattern. Research or forecasting leads to 
planning. Planning must have an objective. This leads us to 
Taylor's first principle: Define the objective. 

To accomplish the objective, we must have an organization. 
To set up an organization we must have a structure of jobs. 
To be sure an organization will run smoothly we must have 
coordination. Coordinating necessitates authority and leader- 
ship. Authority must be delegated and delegation of authority 
defines functions. 


An organization must have a doctrine—a “similarity of out- 
look.” This is best obtained through training. 

Organization and coordination bring us to Taylor's second 
principle: Devise the best method for accomplishing the objec- 
tive. In Urwicks’ pattern, training is part of method thus com- 
bining Taylor’s second and fourth principles. (Train the man 
to perform the method.) The underlying principle of command 
is centralization. Centralization requires appropriate staffing 
or selection and placement. Here we have Taylor's third prin- 
ciple: Select the man best qualified to perform the method. 

After appropriate staffing ‘‘reward men fairly and judiciously 
for their services and impose penalties for mistakes.’’ This 
principle and those following make up Taylor’s fifth principle— 
(Establish and maintain cooperation between the man and 
management.) 

Morale is another result. The fundmental principle in obtain- 
ing high morale is equity. 

Equity demands discipline—i.e. organized self-control. 
“Modern industrial discipline should be precise and imper- 
sonal.”” There is no real reason why all discipline which is 
necessary should not be imposed by consent. 

The final factor in Mr. Urwick’s pattern is control. Control is ° 
the method used by administrators to keep themselves in- 
formed of the results of their plans and orders. The new em- 
phasis in control is on figures obtained soon enough to make 
changes if necessary. 

In control, facts are not enough—something must be done 
about them. To accomplish this, subordinates must understand 
and be in emotional accord with the policy. 

This leads us to a full circle in administration. Forecasting 
leads to planning. Planning leads to organization resulting 
in coordination. Then comes command, finally control—which 
leads to forecasting again. 

This is the pattern not designed by Mr. Urwick, but largely 
a consolidation of the scientific approach to administration. 
It is his answer to the huge problem of restoring the balance 
between man’s knowledge of the physical sciences and his 
grasp of the laws of social organization necessary to control 
the power that his knowledge has created. 

This is the material that the reader will find in the book, 
if he will spend the time to dig it out. But because the book 
leaves much to be desired from the standpoint of organization, 
not many will spend the time and energy necessary to digest it. 

D. W. BELCHER 

Instructor, School of Business Administration, University 

of Minnesota 


A Program for Personnel Administration. By J. J. 
Evans, Jr., McGraw-Hill Book Company Inc., 
1945, pages xiv, 100, $1.50. 


This is a wise, and occasionally even a witty, book written 
by a man of sound technical knowledge and deep philosophical 
understanding. It is brief, written in non-technical language, 
and manages to cover the field admirably. It carries many a 
real punch. 

A logical breakdown of the personnel administration func- 
tion is supplied. The author is careful to point out that agree- 
ment among personnel people is necessary on pninciples but 
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that the details of procedure must be left to be tailored to the 
individual circumstances of any organization. The recognition, 
backing and understanding by top management of the personnel 
administration function is stressed—as it should be. In fact, 
this book would be profitable reading for top management and 
merits even more careful study by that group than by personnel 
administrators. The section entitled ‘“‘If I were President”’ is 
especially cogent. 

It was disappointing to me that the chapter on qualifications 
for a personnel administrator should be written as if that person 
could only be a man. It might be argued, of course, that the 
author used the term ‘‘man”’ in the general sense. Indeed I 
hope so as this is a field to which women can contribute a 
great deal. 

The author approaches the qualifications of the personnel 
administrator in a unique way—not by listing the positive ones, 
but by eliminating the negative ones. This seems to me to be a 
sounder approach because so far in the history of personnel 
administration there has not been developed a pattern of 
specific education and experience which makes for success. 
As Mr. Evans points out, the successful personnel people just 
seem to ‘‘emerge.” 

All personnel administrators will echo a fervent ‘‘amen”’ to 
the author’s plea that management determine the answers to the 
vital question of what it wants from its personnel department. 

Unfortunately the final chapter, entitled ‘‘The Challenge”’ 
is the weakest in the book though it might have been the most 
telling. It winds up as an apology for business rather than as a 
straightforward statement of the real job that lies ahead for 
management through sound personnel administration. In dis- 
cussing the confusion and resentment on the part of workers 
concerning the methods, aims and ends of industry, the author 
lays the blame on the critics of business and the promotors of 
“isms.” Actually that confusion and resentment are generated 
right in the shops and plants and at the work benches—and 
that is where the cure lies also. It is too easy to blame “‘out- 
siders"’ for our failures but the first step on the road to an 
intelligent and wise personnel and management policy is to 
recognize that management creates the environment within 
which workers become confused and resentful. 

That is the fact, and there lies the opportunity! That is the 
real challenge. Management has the chance, through sound 
personnel administration, to develop a program of real worker- 
manager co-operation through joint participation in the estab- 
lishment of aims, methods and results. That has been overlooked 
in this book. 

In spite of this one shortcoming, however, the entire effort is 
so worthwhile that it merits the attention of every student of 
the subject. 

EVELYN BUCKLEY 

Management and Human Relations Consultant, New York 


Time Study and Motion Economy. By Robert Lee 
Morrow, M.E., The Ronald Press Co., New York, 
1946, pp. 338, $5.00. 


The author of a book of this type—the general text—is in- 
evitably faced with several problems arising largely out of the 
fact that he is doing what has been done several times before. 
That is to say, he is attempting to bring a whole subject up to 
date. He must decide what he must record of matter that has 
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already been published many times. He must also decide what 
can safely be dropped or given minimum notice. He must ap- 
praise the newer developments in some measure, before they 
have found their proper levels, in order to give them the proper 
degree of attention. He must time publication with some skill 
so that earlier general texts shall have run their full course, 
and he must be sure that external conditions demonstrate a 
need for bringing the subject up to date; that need not having 
been fully met by the more specialized texts that have appeared 
in the interval. 

Apart from all this, the author must also ignore to a con- 
siderable degree his own preferences since he must report ob- 
jectively on a variety of techniques some of which may be in 
conflict. In all this he is under restraints that the writer of the 
advocatory book does not feel. 

Professor Morrow has met these demands most admirably in 
what appears to this reviewer as the best general text on Time 
Study yet to appear. It is essentially a Time Study book, for 
less than one-fifth of the space is given to Motion Economy as 
such and even this is written to lead into Time Study. At the 
same time the book rises well above the mere description of 
mechanical and mathematical procedures, even though these of 
necessity form the core. For instance, there are chapters touch- 
ing briefly but adequately on such matters as the human prob- 
lems involved in Time Study, the economic significance, the 
position of the Unions, and so on. 

Most of the chapters, of necessity, deal with matters that 
have already been discussed at book-length. These cover such 
items as the various techniques of Motion & Methods Study, 
the application of Suggestion Plans, the procedures of Time 
Study, Allowances, Fatigue, Levelling and Rating, Standard 
Data and so on. 

One might wonder how so much could be put into one 
moderately sized book without extremely sketchy treatment. 
Actually the treatment is far from sketchy, for the author has 
demonstrated considerable ability in extracting the significant 
elements of a subject and in presenting them clearly in simple 
terms. This he has supplemented by apt quotations and by well 
Over 300 pictures, charts, tables, etc., practically all of which 
relate pointedly to the text. 

It should not be deduced from these comments that nothing 
new is presented in the book. For instance, there are two 
chapters—The Interruption Study and The Ratio-Delay Study 
—which are to all intents and purposes brand new as far as the 
text books are concerned. One covers the direct study of pro- 
duction delays, the other outlines the statistical approach. They 
are both excellent. 

In reporting and condensing various approaches to Time 
Study matters, Professor Morrow has made no strong recom- 
mendations, but he has expressed certain opinions by way of 
giving perspective. One might disagree somewhat with certain 
of these opinions, but it would be a needless quibble to do so 
here. ‘“‘Time Study and Motion Economy”’ should be in the 
library of all Industrial Engineers for reading and for reference. 
Those supervisors and foremen who have enough background 
of experience and education will, as the author suggests, find 
the book valuable. It is also an excellent text for academic 
institutions. 


R. PRESGRAVE 
Vice President, J. D. Woods and Gordon Limited, Toronto, 
Canada 
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Job Evaluation Methods. By Charles W. Lytle, Ronald 
Press, New York, 1946, pp. 329, $6.00. 


This book is a comprehensive compilation of existing litera- 
ture and practices on all phases of base rate determination. 

While the author advances few, if any, original ideas and 
adds little to the existing knowledge of the subject, nevertheless 
he has prepared an excellent compilation of existing plans and 
techniques which should prove of definite value to anyone 
engaged in wage administration work, as well as to teachers of 
the subject. Unlike the majority of books and articles dealing 
with job evaluation, Professor Lytle’s book contents itself with 
explaining the fundamentals involved in the various methods 
and techniques. He deals with each. phase of the subject 
individually, explaining how it is treated in the different plans 
in use today. The author avoids making definite recommenda- 
tions as to what plan or elements of plans are the most satis- 
factory, but his analysis does aid in selecting the better plan 
for an existing situation. 

In including the number of different methods and techniques 
along with numerous quotes from authorities on the subject, 
the author sacrifices conciseness and may confuse readers who 
are not experienced in job evaluation work. 

Merit rating plans and techniques are included on the same 
basis as are those of job evaluation. 

A listing and explanation of government regulations on wages 
and salaries are a part of the book. Their value is questionable 
in that they are only up-to-date at the time of publication. 
Nevertheless this section does serve to indicate how such regu- 
lations are tied in with the development of company policies 
governing wages and salaries. 

The whole matter of compensation, particularly equal com- 
pensation for equal service being emphasized by many labor 
unions, is forcing management generally to realize the advan- 
tages of a sound job evaluation program. The availability in 
one publication of information on numerous plans and tech- 
niques along with the opinion of a number of authorities in 
the field should be a definite help to those who are seeking to 
establish a job evaluation plan of their own. 
R. S. SHENK 
Industrial Engineer, Armstrong Cork Company 


Job Evaluation and Employee Rating. By Richard C. 
Smyth and Matthew J. Murphy, McGraw-Hill 
Book Company, Inc., New York, 1946, pp. 255, 
$2.75. 


The book under review contains an explanation of four 
basic methods of job evaluation and numerous merit rating 
plans. 

The authors explain the Ranking Method, the Grading 
Method, the Factor Comparison Method, and the Point 
Method of job evaluation, listing the advantages and limita- 
tions of each. Included is a point system developed by the 
authors which they believe can, with minor changes, be suc- 
cessfully applied to a majority of industries. The procedures 
and policies involved in the installation and maintenance of a 
job evaluation program are presented in this book. 

The authors advocate that in the establishment of a point 
method of job evaluation a group of supervisors or executives 

(Continued on page 172) 
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Just Off the Press 
Second Edition of 


YARDSTICKS OF MANAGEMENT 
{By HOWARD G. BENEDICT 


With a Preface by 
HARLOW S. PERSON 
An outstanding and much needed 
Handbook on the 
Measurement, Rating and Improvement 
of Company Operating Performance 
and Attainment 
e 


A technique for furnishing to Management Engineers, 
Top Management, Bankers and Department Executives 
an evaluation and rating of the effectiveness of the man- 
agement practices pursued in a company’s operation 
throughout all departments and functions. 

Provides a numerical expression of the company’s 
total attainment as well as of the rating of each of its 
activities as they affect the final accomplishment. 


Pointedly outlines specific procedures which it is 
essential to activate in bringing about high performance 


on vital operating methods to assure the profit increasing 


results of Scientific Management in action. 

A valuable working tool for the Management Engineer 
in emphasizing to Top Management the necessity for 
adequate backing in his insistence on sound, forthright 
techniques (including supporting administrative poli- 
cies), and then periodically measuring and rating the 
performance and results attained all along the line. 


Comments by Readers 


** It seems to me that the book, if used honestly and 
conscientiously, can do for management what nothing 
as yel devised or written up has been able to do or is 
capable of doing.” 

‘* This is a most practical approach to the problems 
of managemeni today. It is just the thing I have 
been searching for. The book is very complete and 
thrills me, for I realize the importance of the ‘‘ know 
how.” 

“Tt is felt that in YARDSTICKS OF MAN- 
AGEMENT, Mr. Benedict has made a significant 
contribution to the science of management.” 


Write for descriptive brochure. 


MANAGEMENT BOOK COMPANY 
815 BARTLETT BUILDING 
LOS ANGELES 14, CALIF. 
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8:30 A.M.—Registration and Assembly. 
Foyer, Grand Ballroom 


10:00 A.M.— WHERE ARE WE GOING 
Grand Ballroom 
ERWIN H. SCHELL, Presiding 


Head, Department of Business and 
Administrative Engineering, 
Massachusetts Institute of Technology 


The Facts of Productivity 
Report from the Latest Survey. 
DR. EWAN CLAGUE, 


Commissioner of Labor Statistics, 
U. S. Department of Labor 


* America Must Go to Work 


HicHer Propuctivity 1s Our NEED 
7 ELDRIDGE HAYNES, 
Publisher, Modern Industry 


12:15 P.M.—LUNCHEON MEETING 
Grand Ballroom 


RALPH C. DAVIS, Presiding 


Vice President, S.A.M. Administrative 
Division, Professor, Commerce and 
Administration, 

The Ohio State University 


Top Management Education for 
Full Productivity 


HAROLD V. COES, 
Vice President, Ford, Bacon, Davis 


“ete 3:00 P.M.—INCENTIVES FOR FULL 
PRODUCTIVITY 
Grand Ballroom 


FULL PRODUCTIVITY 
The Way to Higher Real Wages 


Annual Conference of the Society for the Advancement of Management 
December 6 and 7, 1946, Hotel New Yorker, New York 


Friday, December 6 


J. K. LOUDEN, Presiding 

Vice President, S.A.M. Functional 
Divisions 

Production Manager, Glass ¢ Closure 
Production, Armstrong Cork Company 


Plus-Money Incentives 


Tue Spark Piucs or INDIVIDUAL 
PRODUCTIVITY 


THOMAS G. SPATES, 

Vice President, Personnel Administration, 
General Foods Corporation 

Direct and Indirect Incentives 


PractTicaAL PROBLEMS SURROUNDING 
INSTALLATION 


ALEXANDER STRONG, 
Rath and Strong, Inc. 


Key Man-Supervisory Incentives 
How Tuey DEVELOPED AND UsED 
JOHN A. LOWDEN, 

Director, J. O. Woods & Gordon, Limited 


5:15 P.M.—ANNUAL BUSINESS MEETING 
Grand Ballroom 


7:00 P.M.—COCKTAIL HOUR 
North Ballroom 


8:00 P.M.—ANNUAL DINNER MEETING 
Grand Ballroom 


H. B. MAYNARD, Presiding 


President, The Society for the Advance 
ment of Management 
President, Methods Engineering Council 


Full Productivity and 
World Trade 


WILLARD L. THORP, 
Assistant Secretary of Slate, 
U. S. Economic Advisor, 
Paris Peace Conference 


Presentation of Awards: TayLor KEY— 
GILBRETH MEDAL — EMERSON TROPHY 
MemsBersuirp To Past PRESIDENTS 
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Saturday, 


8:30 A.M.—Registration and Assembly 


Foyer, Grand Ballroom 


9:30 A.LM.—CHANGING LOSSES TO 


PRODUCTIVITY 
Grand Ballroom 


CHARLES C. JAMES, Presiding 


Counsellor, Stevenson, Jordan & 
Harrison, Inc. 


Reducing Losses in Materials 
and Supplies 


FRED V. GARDNER, 
Fred V. Gardner & Associates 


Recovering Time Losses to 
Increase Productivity 


JOHN A. PATTON, 
President, John A. Patton 


More Productivity From Tools 
and Equipment 


LAD J. BAYER, 


Chief, Methods and Standards, 
The Warner & Swasey Company 


12:30 P.M.—LUNCHEON MEETING 


Grand Ballroom 


E. H. BEHLE, Presiding 


Vice President, S.A.M. Production 
Division, General Superintendent, Men’s 
Wear Factories, Rice Stix Dry Goods 
Company 


Foreman’s Responsibility for 
Full Productivity 


F. H. IRELAN, 


Past President, National Association of 
Foremen 


General Manager, Delco Products 


December 7 


3:00 P.M.—LABOR’S RESPONSIBILITY FOR oe 
FULL PRODUCTIVITY : 


BEN S. GRAHAM, Presiding 


Vice President, S.A.M. Distribution 
Division, Manager, Formcraft Department, 
The Standard Register Company 


EDWARD T. CHEYFITZ, 


Assistant to President, Motion Picture 
Association. 


Formerly C.I.0. National Executive 
Board 


ELINORE M. HERRICK 


Personnel Director, Member Editorial Staff, 
New York Herald Tribune 


Carrot, Jr., General Conference Chairman 


PROGRAM COMMITTEE 


Guy B. Artuur, Jp., Chairman Horace HurrMan 


Frank G. ATKINSON Cuar_es C. JAMES 
Guy J. Bates, Jr. J. K. LoupENn 
Harvey BECKNELL STANLEY R. SAUNDERS 
L. Ciayton R. R. ZmmeRMAN 


Selected papers of the Annual Conference will be published 


in the Spring issues of the Sociely’s publicalions, ADVANCED 


MANAGEMENT and MODERN MANAGEMENT. 
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Book Reviews 
(Continued from page 169) 


2 


should arbitrarily determine the weighting value of each factor. 
It is possible that such a selection of weighting values may 


tions, the value of materials and equipment increases or de- 
creases to the extent that the degree of responsibility already 


Spi prove to be satisfactory. Nevertheless, it is questionable if any credited to the job is no longer correct according to the dollar 
oe such group, not experienced in jub evaluation work. can deter- values used in defining the degrees of responsibility. 

ane mine satisfactory weighting values without reference to the Merit Rating Plans and the procedures and policies involved 

iar, going rates of a group of selected jobs which have been proven in their installation and maintenance are included along with 


to be in line with community and industry rates. For example, 
the authors’ plan allows 5% of the total possible point value for 
“Exposure to extremely serious health and occupational disease 
hazards which are most likely to result in complete incapacita- 
tion or death,” as compared to 15% for the highest degree of 
initiative required. There is no proof that this relationship is 


the advantages and limitations of each. 

The authors advance little or no information of an original 
nature, contenting themselves with an explanation and com- 
parison of the less complex systems which are being used 
today. Nevertheless, their information is presented in such a 
way that it can be understood by those who have had little 


correct other than the fact that it results in a pay pattern for 
the jobs evaluated which corresponds with the pattern that 
has been accepted over a number of years. 

Another widely accepted practice which the authors recom- 
mend is the use of dollar value limits in defining the various 
degrees of responsibility. This practice will cause difficulty in 
justifying the job evaluations when, due to economic condi- 


or no experience in job evaluation or merit rating work. 

The concise presentation of information on the subject by 
Mr. Smyth and Mr. Murphy will prove of value to inex- 
perienced persons desirous of installing one of the above 
methods of job evaluation or a merit rating system of their own. 

R. S. SHENK 

Industrial Engineer, Armstrong Cork Company 


Mark Your Calendar | 


SPRING CONFERENCES 
1947 


Regional Conference — Cincinnati, Ohio 
March 10, 11 and 12 


National Conference—Los Angeles, California 
March 21 and 22 


Second Annual National Time Study and Methods 
Conference— Hotel Pennsylvania, New York City 


April 18 and 19 


Conferences of 


The Society for the Advancement of Management 
84 William Street, New York 7, N. Y. 
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